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File No. 82-34775
December 28,2006

Office of International Corporate Finance

Division of Corporation Finance

Securities and Exchange Commission

Roorn 3094 - Stop 3-6

450 Fifth Street, N.W.

Washington, D.C. 20549 _ . '
US;'-\‘: - ' R

t Re: Shinsei Bank, Limi'ted ~ 1293-2(b) exemption -

LadIE‘S and Gentlemen:

\ In cannaction with our exemption as a forelgn private issuer pursuant to Rule 1293-2(b)
under the Securities Exchange Act of 1934, we hereby furnish the Securities and. Exchange Commission
with the following information required by Rule 1293—2(b)

A. Engllsh Language Documents

(1), ; . Press release dated October 11, 2006 {Attached hereto as Exhibit A-1)

{2) ' Press release dated October 25, 2006 {Attached hereto as Exhibit A-2)

(3) - Press release dated October 30, 2006 {Attached hereto as Exhibit A-3)

{4) Press release dated October 31, 2006 {Attached hereto as Exhibit A-4)

(5) . Press release dated November 1, 2006 {Attached hereto as Exhibit A-5)

(6) ' Press release dated November 9, 2006 (Attached hereto as Exhibit A-6) PROCESSED

(7) ,Press release dated November 14, 2006 {Attached hereto as Exhibit A-7) -
JANOS znm{

—

{8) Press release dated November 15, 2006 (Attached hereto as Exhibit A-8)
{9) !'Press release dated November 15, 2006 (Attached hereto as Exhibit A-9})
(10) : Press release dated November 15, 2006 (Attached hereto as Exhibit A-10)
(11) ! Press release dated November 15, 2006 (Attached heretoas Exhibit A-11)
(12) 7 Press release dated November 15, 2006 {Attached hereto as Exhibit A-12) w
(13) . Press release dated November 17, 2006 (Attached hereto as Exhibit A-13)
(14) - Press release dated November 20, 2006 {Attached hereto as Exhibit A-14)
(15) : Press release dated November 21, 2006 {Attached hereto as Exhibit A-15)
(16)  Press release dated November 30, 2006 {Attached hereto as Exhibit A-16)
(17)  Press release dated November 30, 2006 {Attached hereto as Exhibit A-17)
(18) . Press release dated December 4, 2006 (Attached hereto as Exhibit A-18)
(19) ' Press release dated December 14, 2006 {Attached hereto as Exhibit A-19)
{20)  Press release dated December 14, 2006 (Attached hereto as Exhibit A-20)
{21)  Press release dated December 26, 2006 (Attached hereto as Exhibit A-21)
{22) | Press release dated December 21, 2006 (Attached hereto as Exhibit A-22)
{23) Interim Report 2006 {Attached hereto as Exhibit A-23)

B. " Japanese Language Documents
{1) Press release dated October 11, 2006
(English Translation attached hereto as Exhibit B- 1, the same as A-1)
(2) Press release dated October 25, 2006 .
(English Translatlon attached hereto as Exhibit B-2, the same as A-2)
(3) Press release dated October 30, 2006
(English Translation attached hereto as Exhibit B-2, the same as A-3)
(4) Press release dated October 31, 2006 \
(English Translation attached hereto as Exhibit B 2, the same as A-4)




(5) Press release dated November 1, 2006
{English Translatron attached hereto as Exhibit B-5, the same as A-5)
(6) Press release dated November 9, 2006
(English Translation attached hereto as Exhibit B-6, the same as A-6)
(7) Press release dated November 14, 2006
(English Translatlon attached hereto as Exhlblt B—T the same as'A-7)
(8) Press release dated November 15, 2006 '
(English Translation attached hereto as Exhibit B 8, the same as A-8)
{9) Press release dated November 15, 2006
(English Translation attached hereto as Exhibit B-9, the same as A-9)
{10) Press release dated November 15, 2006
(English Translation attached hereto as Exhibit B-10, the same as A-10)
(11 Press release dated November 15, 2006
{English Translation attached hereto as Exhibit B-11, the same as A-11)
(12} Press release dated November 15, 2006
(English Translation attached hereto as Exhibit B-12, the same as A-12)
(13) Press release dated November 17, 2006
(English Translation attached hereto as Exhibit B 13, the same as A 13)
{14) Press release dated November 20, 2006
_ (English Translation attached hereto as Exhrblt B 14, the same as A-14)
(15) Press release dated November 21, 2006
(English Translatlon attached hereto as Exhibit B-15 the same as A-15)
(16) Press release dated November 30, 2006
(English Translation attached hereto as Exhibit B-16, the same as A-16)
(17 Press release dated November 30, 2006 -
{English Translation attached hereto as Exhibit B-17, the same as A-t?)
- (18) Press release dated December 4, 2006
{English Translation attached hereto as Exhibit B-18, the same as A-18)
(19) Press release dated December 14, 2006
r (English Translation attached hereto as Exhibit B-19, the same as A-19)
(20) Press release dated December 14, 2006
' (English Translation attached hereto as Exhibit B—20 the same as A-20)
(21) Press release dated December 26, 2006
h ' (English Translation attached hereto as Exhibit B-21, the same as A-21)
(22) Press release dated December 21, 2006
: {English Translatlon attached hereto as Exhlblt B-22, the same as A-22)

cC. ; Japanese Language Documents

Brief descnptlons of the documents for which no Engllsh Ianguage versron has been prepared are set farth
in Annex A hereto.

b Very truly yours,
Shinsei Bank, Limited

i . Namég’ Kazuko Noritomi

Title:  General Manager
-Group Investor Relations Diviston
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i S ' ‘ 1-8, Ugliswiwaicho 2-chome,_(ihi}'_oda-ku, Tokyo 100-8501 Japan
For Immediate Release ' Co TEL: G811 3-5511-511
' 1 ' | - : - Shinsei Bank, Limi {mgubmk com
“‘f i (Code: 8303 TSE First Section)
Shrnsel Bank to Launch Yen T|me Deposrt “Power Step Up Yokm”
l - Yen Time Deposit for up to 10 years with stepW|se mcreasmg interest rate -
Tokyo (Wednesday, October 11, 2006) --- Shinsei Bank, L|m|ted (“Shinsei Bank™) today announced
the launch of Power Step Up Yokin" {(Extendible Yen Trme Deposit, up to 10-year matunty) as .of ‘
Wednesday, QOctober 11, 2006. o
The initial deposit term of “Power Step Up Yokin® is three years. Subsequently, a deposnt term
extensmn of 1 yearis determined by Shinsei Bank annually, and is p055|ble for a maximum of 10 - -
years If Shinsei Bank decides not to extend the deposnt term, the deposit matures. The
applrcable interest rate for the initial three years is 1.3% pa. (1.04% p.a. after tax). if the termiis .
extended the applicable interest rate gradually i mcreases every year thereafter, reachlng 3.0% p.a.
(2. 40% p.a. after tax) in the tenth year. |nterest for the |n|t|al three years will be paid on the initial
maturrty, and interest accrued in the fourth year and thereafter will be paid on each maturrty date

aﬂer term extensmn

"Pdwer Step Up Yokin” is a principal-guarante'ed’yen time deposit for customers who wish to invest
middle to long term. ‘ o
: ‘ )

, hlnsel Bank is aiming to bring the reality of a Ilfestyle abundant. with color to our customers,
through the branding 'concept “Color your life.” .Shinsei Bank continues to strive to develop

i prqducts and se‘mces which offer value and convenience to our customers.

! / [

_i Outline of “Power Step Up Yokin”

' . Initial 3 years  1.3% p.a. (1.04% p.a. afier tax)

| 4™ year 1.5% p.a. (1.20% p.a. after tax)
, 5" year - 1.7% p.a. (1.36% p.a. afler tax) o
‘ i g : If Shinsei Bank
) : Applicable 6 year 1.9% p.a. (1.52% p.a. after tax) L
l interest rate | 77 vo: " o decides’to extend
! year 21% p.a. (1.68% p.a. afler tax)
- . the term for
; 8" year 2.4% p.a. (1.92% p.a. after tax)
m ' another year
9" year 2.7% p.a. (2.16% p.a. afler tax)
10" year 3.0% p.a. (2.40% p.a. after 1ax)

Initial deposit term of three years, extendible up to 10 years to the maturity
Deposit term | (The initial deposit term is three years. Shinsei Bank decides every year
* whether to extend the term for another year.)

Minimum- Branch, Cail Center (Shinsei PowerCali): 3,000,000 yen
deposi Intemet Banking (Shinsei PowerDirect): 500,000 yen ,

amount
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1.. Interest rate is as of the launching day of the product, before 20% separate withholding tax.

2 Dependmg on market conditions, etc., Shinsei Bank mawchange the appllcable interest rate or stop

offenng this product. '

3. Cancellation before maturity is forb|dden in principle. - If Shinsei Bank finds it appropriate and
necessary to accept cancellation, “Power Step Up Yokm can be cancelled before matutity. In this
case, the principal is not guaranteed. ‘

ek ek . : |

! f
.
|

Shinsei Bank is a Japanese financial institution providing a full range of fmanc:ai products and serwces to both
institutional and retail customers based on a three pillar business modef comprising institutional Bankmg,
Consumer and Commercial Finance and Refail Banking. The t.Baur'.vk has total assets of US$ 84 Ibillion on' a
consolidated basis and a network of 29 Shinsei Bank branches in Japan (as of June 20086}, Shinsei Bank demands
uncompromising levels of mregnty and transparency in all its actfwnes to earn the trust of customers staff and
shareholders The Bank is commitied to delivering Iong-tenn profft growth and rncreasmg value for all ‘its '
s!akeholders \I . i .
News and other information about. Shinsei Bank is available at http:/fwww. shr'r}sefbank.com/englis_h/:’nqex. html.
" 3
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. 1 8. Uc.hmm\'m.ho 2-chome. Chiv oda ku Tokyo 100-8501 Japan ‘
i ; . ’ ‘ _ : "TEL: (+81)-3:5511-5111

' ' ' . : ww \\.ahmsupank.wm

For Immediate Release _ o .
' , Shinsei Bank, Limited
iL (Code 8303 TSE First Section) .
|

f , !

Termination of the “Interest Rate Optlon Servnce”

|
| ) i
for PowerSmart Home Mortgage ;

Tokyo (Wednesday, October 25, 2006) --- Shinsei?‘Bani'(, Limited (“Shinsei Bank") today
;:annount':ed, effective October 31, 2006, it will terminate its "Intefest Rate Option Service” for”
"PowerSmart Home Mortgage loan as a result of reviéwing profitability of the service:

[
ok kA NR '

Shinser Bank is a Japanese financial institution providing a full range of financial products and services to

"both institutional and retail customers based on a three p:ﬂar business mode! comprising Institutional

t*Bankfng, Consumer and Commercial Finance and Retail Banking. The Bank has total assets of US$ 84 : ‘
ibillion on a consolidated basis and a network of 29 Shinsei-Bank branches in Japan (as of June 2006).

*Sh.'nse.' Bank demands uncompromising levels of integrity and transparency in all its activities to earn the

etrusf of customers, staff and shareholders. The Bank is comm:tted to delivering long-term profit growth and . ‘
jrncre.ezsm_c;' value for ail its stakeholders.

fNews and other information about Shinsei Bank is available at ‘ :
‘http Hwww.shinseibank.com/english/index.html. . ‘ : : :
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For Immediate Release
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Shinsei Bank Announces Executi\ﬁe Assignment Change

|
i
"
I

JTEL: (+81)-3-3511-5111
www shinseibank.com

- }
Shlnsel Bank Limited
(Code 8303, TSE First Section)

I
|

i
[
1
|
[

Tokyo (Monday, October 30, 2006) --- Shinsei Bank, Lin',lited‘(“Shin_sei' Bank”) today

announced the following executive assignment changle, effective October 30, 2006.

1
I

New Position :

: Mic“hiyuki Okano  Statutory Executive Officer, Head ot

Operations Sub-Group, Head of

Retail Services Sub-Group, GM of
Retail Services Division, GM of
Process Control Division, GM of |
: _ .Channel Management Division, GM:
t ‘ of Operations Sérvices Division, and
. GM of Grand Cayman Branch '

A ek ke

- Former Position .

' Statutory Executive Offi cer Head of

Operations Sub-Group, Head of
Retail Services Sub-Group, GM of

. Retail Services Division, GM of

Process Control Division, and GM of

~ Channel Management Division

Shinsei Bank is a Japanese financial institutioh providing a full range’ of financial products and services to both

institutional and retail customers based on a three pillar business model comprising institutional Banking,
Consumer and Commercial Finance and Retail Banking. The Bank has total assets of US$ 84 billion on a
consoﬂdated basis and a network of 28 Shinsei Bank branches in Japan (as of June 2006). Shinsei Bank demands
unoompromtsmg levels of mtegnty and transparency in all its activities to earn the trust of customers, staff and
snareholo‘ers The Bank is commitied to delivering long-term’ prof it growth and increasing value for all ils

srakeholders

News and other information about Shinsei Bank are available at http Hwww.shinseibank. com/engﬂsh/mdex htmi.

1
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i , ' 1-8, Ut.hlsn\\ aicho 2-chome. Chivoda- Lu Tokyo 100- SDOI lap'm
: ) yTEL: (+81)-3-3511-5111

FOI’ Immediate Re|eaée ' ‘ - : wwwishinseibank.com -
| Shinsei Bank, Limited
(Code: 8303 TSE First Section) |

Shinsei Bank to Offer “Power USD Nenkin” Annuity

--A Fixed annuity which enables customers to build thelr lnvestment portfolio in U S. dollars —

[

| 1okyo (Tuesday, October 31, 2006) --- Shinsei Bank, lelted (“Shlnsel Bank”) today announced
) ' that effective Wednesday, November 1, 2006, it will start offenng “Power USD Nenkin”, aus.
cIoIIar-denomlnated individual annuity, underwritten by The Gibraltar Life tnsurance Co., Ltd This
new annuity will be available at Shmsel Bank branches ‘
|
“Power USD Nenkin®, a U.S. dollar-denominated fixed annuity, enables customers 1o build wealth
steadily in U.S. dollars, the world’s core currency by lnvestmg the funds in it at a fixed interest rate .
cletermlned on the contract date. : |
Dependlng upon "the customers’ individual investment plan and financial situation the
=1ccumu|at|on period can be selected from five alternatives, 2- -year, 3-year, 5-year, 7-year, and
10-year Also, various payment options are offered at the ‘end of the accumulation period. For
e-xample customers can receive their annuity in a whole life .annuity, a defined annuity, a
‘ Iump sum, or partially in cash and the remainder in a whole life annuity.
(,ustomers can pay premiums from their ordinary U.S. doIIar deposn account held within their ,
hlnsel Bank's PowerFlex account. ' S
“Power USD Nenkin® is a very flexible product that meets the differing fi nancial needs of
customers after retirement and in particular those who wish to mclude foreign currencies within
thelr asset accumulation plan.

Po“fwer USD Nenkin |
Product name Power USD Nenkin (U.S. dollar-denominated individual annuity)

Insurance policy issuer | The Gibraitar Life Insurance Co,, Lid.
Premium payment Single premium payment only
F’remlum amount From US$10,000 to US$5,000, 000 (Mlmmum premium unit: US$100) ,
chumulatlon periods JACcumutationiperiod , @m N \\holellifelannuity]
anf:fi age limits ; ' | annuity, guaranteedfi OJyears
‘ ! - 2,3,5,0r7years From 10 to 80 years old | From 40 to 80 years old
‘ 10 years From 0 to 80 years old | From 30to 80 years old |
' ) A\i_ailab!e from Shinsei Bank branches (excludea some Shinsei BankSpots) :

Shinsei Bank is aiming to bring the reality of a lifestyle abundant with color to our customers,
thrfough the branding concept “Color your life.” Shinsei Bank continues to strive to develop .

products and services which offer value and convenience to our customers.
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Shinsei Bank is a Japanese financial institution providing a full range of financial products and services to both
institutional and retail customers based on .a three pillar business model comprising Instifutional Banking,
Consumer and Commoercial Finance and Retail Banking. The Bank has total assets of US$ 84 billion on a
corisofidated basis and a network of 29 Shinsei Bank branches in Japan (as of June 2006). Shinsei Bank demands
uncompromising levels of integrity and transparency in all its activities to earn‘the trust of customers, staff and
shareholders. The Bank is committed to delivering long-term profit growth and_increasing value for all its
stakeholders. ' '

News and other information about Shinsei Bank is available at hitp./fwww. shfnsefbank.com/engﬁsh/fn?éx.htmn'.
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| ‘ | SHINSE} BANK_ LIMITED

~ 1-8 Uchisaiwaiche 2-Chome, Chiyeda-ku, ‘Tokyo 160-8501 Japan
: ‘ TEL: 03-5511-5111
y |
Company Name: Shinsei Bank, Limited
Name of Representative: Thierry Porté
President and CEO
(Code: 8303, TSE First Section)

For Immediate Release

, Limited Impact on Shinsei Bank’s First Half Fiscal Year 2006 Financial Forecasf :
: on Account of Shinki's Revised Financial Forecast

Tokyo (November1 2006) --- Shinsei Bank, Limited (“Shinsei Bank”) today conf rmed that the
revised first half fiscal year 2006 result forecast announced today by its 36.4% owned affiliate
Shinki Co. Ltd (“Shinki”}, will only have a limited impact on Shinsei Banks financial forecast
for the first half of fiscal year 2006.

Despite Shinki Ikoering its consolidated net income forecast from 2.3 billion yen to negative
15.1 billion yen, Shinsei Bank still expects its own first half fiscal year 2006 consohdated
rppor‘ted net income to exceed 95% of the 40 billion yen forecast.

The reason for the revision of Shinki's financial forecast arises from the release by The
Japanese Institute of Certified Public Accountants on October 13, 2006, of the public
statement “Audit Guidelines on Consumer Finance Companies’ Provnsnons for Possible
Losses on Reimbursements of Excess Interest Payments”. In accordance with this auditing
standard Shinki has taken additional reserves of 17.0 billion yen for future possible losses on
rmmbursements of excess interest paymenls and loan losses.

De_splte the current challengmg market environment in the consumer finance industry, Shinsei
Bapk will continue to focus on efficiency and long-term profitability through rationalization,
application of more effective operational systems, the enforcement of increasingly rigorous
risk management parameters and the development of new and effective business models.

Thé growing diversification of Shinsei Bank’s business and revenue base is also a key
contrlbutor to achieving long-term profitable growth which is the basis of the Bank's three pillar
strategic business model comprising Institutional Banklng Consumer and Commercial
Flnance and Retail Banking.

W e droe

Shmser Bank is a Japanese financial institution providing a full range of financial products and services to both
institutional and retail customers based on a three piflar business mode! comprising Institutional Banking,
Consumer and Commercial Finance and Relail Banking. The Bank has total assets of US$ 84 billion on a
consolidated basis and a network of 29 Shinsei Bank branches in Japan (as of June 2006). Shinsei Bank demands
uncompromising levels of integrity and transparency in all its activities to earn the trust of customers, staff and
shareholders. The Bank is committed to delivering long-term profit growth and increasing value for all its
stakeholders. -

Navj;fs and other information about Shinsei Bank is available at hitp://www.shinseibank.com/english/index.htm!,




" ,JI (AR IT S TH A LR LA

TEL: (+81)-3-3511-3111

1-8, Uchisaiwaicho 2-chome. Chiyoda-ku, Tokyo 100-8501 lapan
‘ wwwshinseibank,.com

Shinsei Bank, Limited
{Code: 8303 TSE First Section)

Shinsei Bank to Expand ATM Network at Tokyo Metro Stations |

- Seven stations including Nihombashi, Kasurﬁigaséki, and Hibiya- t

- . .
; ) , .
!

Tokyo (Thursday, November 9, 2008) -— Shinsei Bank, Limited (*Shinsei Bank®) today announced that
it will install nine Shinsei Bank ATMs at seven Tokyo Metro statlons including Nihombashi,
Kasumlgasekl and Hibiya, from Monday, November 13, 2006. With these new locations, Shinsei Bank
WI|| have 64 ATMs installed at 37 Tokyo Metro stations in total, which is the Iargest ATM network in
okyo Metro stations. }

ATfVIs Iocated in Tokyo Metro stations will operate 365 days a year from 5 am. to 24 midnight.
Shihsei PowerFiex cash cards can be used at these ATMs free of charge.

Shihsei Bank has been installing its ATMs at convenient places such as stations and commercial
cori&plexes, 50 that Shinsei customers can take full advantage of the free ATM services as a part of the
PowerFlex account service.

Shilnsei ATMs to be installed in November 2006 at Tokyo Metro station (9 ATMs at 7 stations)

Installation on November 13, 2006 Hibiya Line Hibiya (2)

Instailation on or around Hibiya Line -Kayabacho (1}
November 20, 2006 " Chiyoda Line Shin-ochanomizu (1)
i Yurakucho Line Ichigaya (2)

' Namboku Line Shirokane-takanawa (1)
Installation on or around Ginza Line Nihombashi (1)
November 27, 2006 Marunouchi Line Kasumigaseki (1)

. Shinsei Bank is aiming to bring the reality of a Iifestyle abundant with color to our customers, through
‘ the;branding concept “Color your life.” Shinsei Bank continues to strive to develop products and
se=rV|ces which offer value and convenience to our customers.

! kR hn
: .

Shr'r:isei Bank is a Japanese financial institution providing a full range of financial products and services to both
instiutional and retall customers based on a three pillar business model comprising Institutional Banking, Consumer and
Commerc:al Finance and Retafl Barking. The Bank has total assets of US$ 84 billion on a consolidated basis and a
network of 29 Shinsei Bank branches in Japan (as of June 2006). Shinsei Bank demands uncompromising levels of
integrity and transparency in all is activities to earn the frust of customers, staff and shareholders. The Bank is
commitied to delivering long-term proft growth and increasing value for all its stakeholders.

Newis and other information about Shinsei Bank is available at http:/ww.shinseibank.com/englishindex htm!.




[Reference]

Shinsei ATMs installed at Tokyo Metro stations (including ATMs to be installed in November 2008)
- 64 ATMs installed at 37 stations in total '

GinzaLine Tameike-sanno (1) Nihombashi (1) ' i
' Ogikubo (2) Nakano-sakaue (2)'Nishi-'shinji1ku @ !
Marunouchi Line Shinjuku-sanchome (2) Akasaka-mitsuke (1) Kasumigaseki (1) '
Myogadani (2)
Hibiya Line Kamiyacho (2) Hibiya (2) Tsukiji (2) ayabacholengyocho (2)
Tozai Line Takadanobaba (2) Wasedja (2) Otemachi (1) Monzen-nakacho (2)
Kiba (2) Nishi-kasai (2) Urayasu (2) Minami-gyotoku (2) '
Chiyoda Line Nogizaka (2) Kokkai-gijidomae (1) Otemachl ) Shln-ochanom|zu M
Nishi-nippori {2) Machiya (2) -
Yurakucho Line Gokokuji (2) Ichigaya (2) Tsukishima (2)
Hanzomon Line Aoyama-itchome (2) Otemachi (2)
Namboku Line Shirokane-takanawa (1) Azabu-juban (2) Tameike-sanno (2) Giji 2)

]
(Noie) The underfined stations are stations where ATM(s) will be installed in November 2006.
I Numbers in brackets are the number of ATM.  The number of stations is repeated if the lines are diffarent

! Shinsei Bank has been installed Shinsei ATMs at Tokyo Metro stations from March 2005.
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© SHINSEI BANK LIMITED

. . . 1-8. Uchisaiwaicho 2-Chome, Chiveda-ku, Tokyo 100-8501 Japan
_ Fo_r Immediate Release TEL: 03-5511-5111

’ Shinsei Bank, Limited
' (Code: 8303, TSE First Section)

Shinsei Bank and UTl Asset Management Start Partnership in Japan

- Providing Investment Products by India's Largest Mutual Fund Manager to Japanese Investors-

Tokyo (Tuesday, November 14,-2006) --- Shinsei Bank, Limited {“Shinsei Bank”) and Ihdia-based
UT! Asset Management Company Pvt. Ltd. ("UTI) announced today that they have agreed to start
a ;%partnership in Japan. Shinsei Bank will distribute . India -specific- investment products
meinagediadvised by UTI in India to Japanese investors. A
}

UTI was originally known as “Unit Trust of India’, the first mutual fund established in 1963 by an
Act of Parliament which aimed at advancing the domestic mutual fund mdustry In 2003, an
amendatory law transformed it into the current name and organization. It has expanded its
operations steadily and currently holds the largest assets under management (Approximately 800
b||||on yen) within the country (as of the end of September 2006) In addition, it has total
employees of approximately 1,100 with well-established research investment, and'marketlng

te’ams

Indua has recently recorded remarkable economic growth and has rapidly become an attractive
mvestment chouce in the investment field. The IT industry which .operates globally with many
skrlled-engmeers rapidly growing infrastructure (such as roads, railways and electricity) and '
consumptlon (such as automobile and mobile phone) mdustrles given a rising affluent population,

‘are_ expected to further enhance India’s economic expansion.

Urﬁder euch circumstances, Shinsei Bank believes the partnership with India's largest and oldest .
mutual fund manager UTI{, which has a mastery of India's internal conditions, will benefit Japanese

) investors providing a range of investment opportunities to enjoy India's mid-long term growth.
Spjeciﬁcally, Shinsei Bank considers offering Japanese investors the UTI Group investment
prq:ducls through Shinsei Investment Marlagement Co., Ltd. (“SIM™), a wholly owned subsidiary of
Shénsei Bank.

4
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|
In the recent fast-changing asset management industry, Shinsei Bank will pursue vélue-added

pajrf‘tnership opportunities and will act as a bridge to provide high quality investment products.
¢ ‘

*FFor the summary of UT| and general overview of India's mutual funds, pleas'e refer to the appen_dix. )

whwhAh

b

Shinsei Bank is a Japanese financial instiution providing a full range’ of financial products and services to both
institutional and retail customers based on a three pillar business 'model comprising Institutional Banking,
Consumer and Commercial Finance and Retail Banking. The Bank has total assets of US$ 84 'billion on a

consolidated basis and a network of 29 Shinsei Bank branches in Japan (as of June 2006). Shinsei Bank demands
" uncompromising levels of integrity and transparency in all its activities to earn the trust of customers, staff and
shareholders. The Bank is committed o delivering long-term profit growth and increasing value for alf its
stakeholders.

Neﬁ*ks and other information about Shinsei Bank is available at hitp.//www. shinseibank.com/english/index. htmi.

s




[Reference] The summary of uTl

Na_:'me: UT) Asset Management Company Pvt. Ltd. -

Established: February 1st, 2003 (re-named and restructured into current organization)
' *Original “Unit Trust of India” was established in 1963
Address: UTI Tower, Gn Block, Bandra-Kurla Complex, Bandra(East), Mumbai 400 051.
Paid-in Capital:  Rs.10 crores (Approximately 260million yen)
Employees: Approximately 1,100 ,
Siponsor: Slate Bank of India25% Punjab National Bank 25%
! Bank of Baroda 25% Life Insurance Corporation of India 25%

Keﬂr People: U.K. Sinha / Chairman

Imtaiyazur Rahman / Chief Finance Officer -
AK. Sridhar / Chief Investment Officer
| Jaideep Bhattacharya / Chief Marketing Ofﬁcer
Business: Mutual Fund Management
AUM: Approximately Rs.35,000 crores (Approx1mate|y 900 billion yen)

! Approximately 60 Funds

[Reference] India’s Mutual Fund Industry Overview

¥

< Summary of India’s Mutual Fund History >

11963 - Establishment of “Unit Trust of India” by an Act of Parliament as the first mutual fund
_ company
11987 Establishment of the second mutual fund company since “Umt Trust of India” set-up

j Following that several mutual fund companies were esiablished
I The industry had AUM of approximately Rs.6,700 crores

(Approximately 174.2 billion yen)

- 1993 Entry of private sector mutual fund companies

Total industrial AUM increased to approximately Rs.47,000 crores
‘ (Approximately 1,222 billion yen)
, 2003 Total industrial AUM increased to approximately Rs.122,000 crores -
" (Approximately 3,172 biliion yen) ’

Indla Mutual Fund Company Ranking (TOP10)

\ Mutual Fund Company Assets Under Management

| 1 uTl - Rs.34,760 crores { Approx ¥903.8 hillion )

" 2 Prudential ICICI Rs.30,250 crores ( Approx. ¥786.5 hillion )
1 3 Reliance Rs.28,650 crores ( Approx. ¥744.9 billion )
; 4 "HDFC Rs.25,640 crores ( Approx. ¥666.6 billion )
i 5 Franklin Templeton Rs.23,410 crores ( Approx. ¥608.7 hillion )
' 6 SBI Rs.15,100 crores ( Approx. ¥392.6 billion )
} 7 Birla Sun Life Rs. 14,640 crores ( Approx. ¥380.6 billion )
8 | Tata Rs.12,500 crores { Approx. ¥325.0 billion )
i 9 Standard Chartered Rs. 11,780 crores ( Approx. ¥3086.3 billion )
i | 10 | Kotak Mahindra Rs.11,700 crores { Approx. ¥304.2 billion }

i | Grand Tota! (30 Companies)

Rs.292 880 crores
{Approx. ¥7,614.9 billon )

September 2006 )

| ({ Data taken by Shinsei Bank from the Association of Mutual Funds in India / As of the end of

*AUM in Yen term is calculated using 1Rs=¥2.6
**Crore is equivalent of 10,000,000
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For Immediate Release :
. ‘ Shinsei Bank, Limited "
: (Code: 8303, TSE First Section)

Shinsei Bank Announces APLUS’ Revision of
Financial Forecast for the Fiscal Year 2006 -

r * [

Tokyo (Wednesday, November 15, 2006) --- Please be mformed that APLUS Co., Ltd. ("APLUS”)
subs ldiary of Shlnse| Bank today announced its revision of fi nanual forecast for the fiscal year
2006 Iendlng March 31, 2007, as attached. - )

The attachment |s the English translation of the material originally prepared in the Japanese
Ianguage by APLUS

[ i
] ' .
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Shinsei Bank is a Japanese financial institution providing a fufl range of financial products and sérvices to both institutional
and retail customers based on a three pillar business model comprising Institutional Banking, Consumer and Commiercial
Finance and Retail Banking. The Bank has total assets of UUS$ 88 billion on a consolidated basis and a network of 29
Shinsei Bank branches in Japan (as of September 2008). Shinsei Bank demands uncompromising levels of integrity and
transparency in all its activities to earn the trust of customers, staff and shareholders. The Bank is committed to delivering

: !ong-renn profit growth and increasing value for all #s stakeholders.

News and other information about Shinsei Bank is available at http. //www shinseibank. com/enghsh/mdex htmi.




November 15,.2006

,‘ Company Name: APLUS Co., Ltd.

! ‘ ' "~ 'Name of Representative:

‘ ' . . Teruaki Yamamoto, President

' ‘ ' . (Code: 8589 OSE First Section)

Address: 1-9 Minami Senba
4-Chome Chuo-ku, Osaka

: APLUS Revises Fiscal Year 2006 Fmanclal Forecast .

APLUS Co., Ltd (APLUS”) has revised its financial forecast for the fiscal year 2008, which was

originally dlsclosed when financial results for.fiscal year 2005 were made public on May 22, 2006.

1. Fiscal Year 2006 Flnancual Forecast (Apr. 1, 2006 - Mar. 31, 2007)

(1

APLUS (Non- consolldated)

(unit; millions of yen)

Operating revenue | Ordinary income Net income
Previously announced forecast (A) 110,000 17,500 18,000
Cuirent revised forecast (B) 103,000 5,000 1,500
Change (B—A) (7,000) (12,500) (16,500)
Change (%) (6.4)% (71.4)% (91.7)%
Reference: Term ended Mar. 2006 51,328 7,632 8,028
Reference: Term ended Sep. 2005 49 311 ‘6,191 7,513

(2} APLUS (Consolidated) (unit: millions of yen)
' ! Operating revenue | Ordinaryincome | Net income
t; Previously announced forecast (A) 120,000 18,500 19,060
' Current revised forecast (B) 114,000 5,000 1,500
* Change (B—A) (6,000) (13,500) (17,500)
| [changecwy (5.0)% (73.00% ©2.1)%
T . | Reference: Term ended Mar. 2006 51,712 8,186 8,301
i; Reference: Term ended Sep. 2005 49,562 6,474 8!039

2. Reasons for the revision (non- consoludated and consolldated basis)

APLUS lowered its operating revenue forecast because of (1) adoption of a conservative view on the
performance of core businesses considering the challenging environment currently affectlng the
consumer finance industry, (2) a slowdown in loan transaction volume as grey-zone interest rate issue
dts-,ussmns escalate, and (3) revision of securitization related revenue forecast

't
APLUS expects its ordinary income to be lower because of lower operating revenue, increased credit

osts, mainly resulting from a rise in delinquent receivables arising from delays in collectlons additional
reserves for a specific bankruptcy, and higher card |ssuance costs.

I\
In addition to the above, net income has been revised downward due to additional provisions for future
possible losses on reumbursements of excess interest payments and loan losses in response to the
gmdellnes issued by the Japan Institute of Certified Public Accountants, one-off rationalization
expenses and the reversal of deferred tax assets based on a more conservative future outlook.

Slnce the forecasts stated in this document are based on assumptions as of the announcement date
final results may vary due to various uncertain factors.
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1-8, Uchisaiwaicho 2-chome, Chiyoda-ku, Tokyo 100-8501 Japan
.TEL: (+81)-3-5511-5111
www.shinseibank.com

For Inmediate Press Release

Shinsei Bank, Limited
{Code: 8303,. TSE First Section)

Shinsei Bank Cancels 85 Million Common Shares

Tokyo (Wednesday, November 15, 2006) — Shinsei Bank, Limited (“Shinsei Bank™) today announced
that its Board of Directors approved the cancellation of 85 mllllon Shinsei Bank Common Shares on
November 16, 2006,

L
B‘aékground
on' July 31, 2008, 300 million Series 3 Class B Preferred Shares |ssued by Shinsei Bank were
converted into 200,033,338 Shinsei Bank Common Shares by The Reso!utton and Collection
Corporatlon (*“RCC") and the revised conversion price of 735.0 yen was applied effective August 1,
2006 to the remaining 300 million Series 3 Class B Preferred Shares issued by Shinsei Bank.
On August 17, 2006, RCC sold the converted Shinsei Bank Common Shares through ToSTNeT-2 (for
traqsactlons at closing price) of the Tokyo Stock Exchange, and Shinsei Bank purchased
175,466,000 shares among such shares for a total of 132.1 billion yen and has held them as treasury
sto%:k.

!
CaE‘:ital Ratios
Shmses Bank’s Tier 1 and Total Capital ratios were 8.3% and 13.5% respectively as of September 30,
2006 The cancellatlon of 85 million Common Shares will not affect the Tier 1 or Total Cabpital ratios.

Fully Diluted Share Count Reduction

The reset of 50% of Series 3 Class B Preferred Shares issued by Shinsei Bank from 599.9 yen to
735 0 yen per share on August 1, 2006 reduced share count by 1.8% on a fully diluted basis.
Canceilmg 85 million Common Shares will further reduce share count by 4.2% on a fuIIy d|Iuted basis,
resyltmg in an aggregate share count reduction of 6.0%.

e s
|

Shinsei Bank is a Japanese financial institution providing & full range -of financial products and services to both
Jnsfftunonal and retail customers based on a three pillar business model comprising Institutional Banking, Consumer
and'Commercial Finance and Retail Banking. The Bank has total assets of US$ 88 billion on a consolidated basis and
a network of 29 Shinsei Bank branches in Japan (as of September 2006). Shinsei Bank demands uncempromising
!eve!s of integrity and transparency in all its activities to eam the trust of customers, staff and shareholders. The Bank
is comm:tted to delivering long-term profit growth and increasing value for all its stakeholders.

'NPws and other inforration about Shinsei Bank are available at htip./iwww. shinseibank.com/english/index.htmi.
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“ Shinsei Bank, Limited
(Code:" 8303, TSE First Section)

Shinsei Bank Reports First Half Fiscal Year 2006 Results
- Cancels 85 Million Common Shares

Toky:o (Wednesday, November 15, 2006) — Shinsei Bank, Limited (“Shinsei Bank”) today reported its
financial results for the first six months of fiscal year 2006 ended September 30, 2006.

“Dnépite a particularly challenging market environment” said Mr. Thierry Porté, President and CEO of
Shmsel Bank, “our consolidated reported net income for the first half of fiscal year 2006 is close to.our
orlglnal forecast largely resulting from our disciplined balance sheet management and an mcreasmgly

dlver3|fed range of businesses and revenue sources”,
b

Findhcial Overview: First Six Months of Fiscal Year 2006
{All ﬂg_ures compared to first six months of Fiscal Year 2005)

m :Re\_renue grew 7.9 billion yen or 6.1% to 138.5 billion yen

m  Netincome increased 3.1% to 38.8 billion yen; Cash basis net income was 47.6.billion yen,
:declined 2.9 billion yen from a year ago

$ Cash basis diluted EPS of 23.96 yen

> Expense-to-revenue ratio of 54.7% as compared to 51.1% a year ago

'Return on assets 0.8%; on a cash basis 1.0%

o

Return on equity (diluted) 9.7%; on a cash basis 11.9%

n Return on tangible equity 17.7%

a ;Ioml capital adequacy ratio of 13.5%

o Non -performing loans (non-consolidated) decreased 20.1 bill'ion yen to 26.0 billion yen,

representlng 0.5% of total claims outstanding
o Interim commeon dividend of 1.66 yen per share as compared to 1.48 yen per share a year

ago

Key Highlights: First Six Months of Fiscal Year 2006

n fin April 2008, Shinsei Bank reached an agreement to form a 50/50 joint venture with Macquarie
Bank to focus exclusively on advisory services relating to acquisition and management of assets with
long-term stable cash flows in infrastructure and related sectors in Japan. This initiative aims to take




advantage of Shinsei Bank and Macquarie Bank's complementary’ strengths and the ongoing

public-to-private sector shift in Japan.

@ OnJune 9, 2006, The Asian Banker awarded Shinsei Bank the Best Retail Bank in Japan 2005
award, in consideration of its agility and innovativeness in this market and the Excellence in Intemet
Banklng 2005 award for being the most progressive amongst A5|an reglonal peers.

m On June 28, 2006, JCR upgraded Shinsei Bank’s long-term senior debt rating from “A-" to “A”
citing improved revenue diversification, a strong capital base and a low level of non-performing loans.

@ On July 21, 2006, Shinsei made a 39.7 billion yen (NT$ 11.3 billion) investment representing a
35.4% fully-diluted ownership interest in Jih Sun Financial Holding, a financial group that offers a full
array of banking and brokerage products and services in Taiwan. Jih Sun’s future growth and
development can benefit by leveraging Shinsei Bank's 'knowledge and experience in risk

management, credit trading', information technology and corporate and retail banking.

| ,;On July 31, 2006, 300 million Series 3 Class B Preferred Shares issued by Shinsei Bank were
con\i/erted intq 200,033,338 Shinsei Bank Common Shares by The Resolution and Collection

- Corporation (‘RCC") and the revised conversion price of 735.0 yen was applied effective August 1,

ZUOé to the remaining 300 million Series 3 Class B Preferred Shares issued by Shinsei Bank.

On August 17, 2006, RCC sold the converted Shinsei Bank Common Shares through ToSTNeT-2

. (fc:r"transactlons at closing prlce) of the Tokyo Stock Exchange, and Shinsei Bank purchased

175!466,000 shares among such shares for a total of 132.1 billion yen and has held them as treasury
stoqjk.' " |

|
Cdncellatlon of Treasury Shares
Shmsel Bank’s Board of Directors today approved the cancellation of 85 million Shinsei Bank
Common Shares currently held as treasury stock on Novémber 16, 2006. The cancellation of 85
million Common Shares will not affect the Tier 1 or Total Capital ratios.
The‘;. reset of 50% of Series 3 Class B Preferred Shares issued by Shinsei Bank from 599.9 yen to
73-530 yen per share on August 1, 2006 reduced share count by 1.8% on a fully diluted basis.
Cancellng 85 million Common Shares will further reduce share count by 4.2% on a fully diluted basis,

resultlng in an aggregate share count reduction of 6.0%.
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1. lncome Statement: -

For the six months ended September 30, 2006, Shinsei Bank reported total revenue of 138.5 billion
yen, an increase of 7.9 b|II|on yen, or 6.1%, as compared to the same period in the' prewous fiscal
year. _ ‘ ‘

" Net interest income grew 11.6 billion yen, or 28.9%, to 51.7 billionyen due partly to an increase in
interest-eaming assets in all three strategic pillars (Institutional Banking, Consumer and Commercial
Finance and Retail Banking), as well as to an increase in net yielct on interest-earning assets. iNet
revenue on interest-earning assets, comprised of net interest incorrte and revenue on leased assets
and installment receivables, increased by 13.5 billion yen to 77.3 billion yen for the first half of fiscal
year 2006 as compared to the same period last year. The increase in the average balance of
mterest-earnmg assets was largely attributable to substantial growth in loans and bills discounted
balance The increase in yields on interest-earning assets Iargely ‘reflects higher yields on foreign
currency denominated securities. The higher balance of customer deposits, including negotiable
cedffcates of deposits, accounted for about 90% of the increase in interest-bearing liabilities. The
inc rease in yields of mterest-bearmg liabilities primarily reflected the interest expense associated with

fundmg swaps.

Non interest income, consisting of net fees and commissions, net trading income and net other
business income, declined 3.6 billion yen, or 4.0%, to 86.8 billion yen. The primary factor causing a
decluine in non-interest income was equity in the non-consolidated net loss of Shinsei Bank's
equrty method affiliate, Shinki. Shinki incurred a non-consolidated net loss of 15.4 billion yen, and
Shmsel Bank’s equity in such loss was 5.3 billion yen, net of consolrdatlon adjustments, which is
mt.luded in net other business income. Shinki's non-consolidated net loss was due primarily to
provrswns for potential losses from the reimbursement of excess interest payments and related loan
Iosses Declines in net other busuness income caused by Shinsei Bank’s equity in Shinki’ s net loss
and other factors were offset in part by increased revenue from credit trading and other actwltles
Gen:;eral and administrative expenses for the six months ended September 30, 2006 were 75.7 billion
yenfj an increase of 9.0 billion yen, or 13.5%, as compared to the same period in the previous ﬁseal
yea'ri. The increase is due mainly to increased product and customer support required for business
expénsion in all three business pillars as well as to the additiort of2.1: billion yen in expenses related
to tt:t?e newly acquired consumer finance company, Zen-Nichi Shinpan.

| . .
Net:credit costs were 5.2 billion yen fqr the six months ended September 30, 2006, as compared to
14 5 billion yen for the same period in the previous fiscal year. The decline in net credit costs was
malnly attributable to an improvement in the credit ratings of- several obligors. This was offset in part
by hlgher credit provisions in APLUS relating primarily to delays in portfolio collections.




t

The :acqursmon of majonty stakes in APLUS, Showa Leasmg and other consumer and commercial
fi nance (CCF) companies resutted in the creation of goodwill and other intangibles. The amortization

of goodwill and other intangibles declined 4.1 billion yen to 10.5 billion yen for the six months ended

. . | . .
September 30, 2006 compared with the same period in the previousrﬁscal year. The amortization;of
gondwill and other intangibles relating to APLUS (including Zen-Nichi Shinpan) and Showa Leasing
was 8.7 billion yen and 1.7 billion yen, respectively.

]
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Shinsei Bank’s financial results for the six months ended Septe_mber 30, 2008 were impacte'd by:

provisions made by APL:US and Shinki for future possible losses on reimbursements of exc;ess
interest payments and loan losses in response to the release on October 13, 2006, by the Japan
Institute of 'Certified Public Accountants of “Audit GUideIines on Consumer Finance "Compan;ies’
Provisions for Possible Losses on Reimbursements of Excess Interest Payments These
guidelines stipulate that consumer finance companres make certarn provisions as of September: 30

2006, for possible losses on reimbursements of excess interest- payments and loan losses related to:

consumer finance loans extended at interest rates in excess of the maxrmum interest rate prescnbed'
|n the Interest Rate Restriction Law. In accordance with such guldehnes the amount of such reserve
for APLUS and Shinki was calculated using the average. period to- ‘maturity of the affected loans, an
estrmate of the percentage of such loan transactions that will'be subject to a future reimbursement

request based on past expenence and an estimate of the average amount fo be relmbursed based on

- past expenence APLUS (including Zen-Nichi Shinpan) made an addrtronal provrsron and incurred

ret.ated costs of 2.3 billion yen, and Shinki made substantial provrsrons as discussed above.

,i *
Ta,tes and other for the first half of fiscal year 2006 totaling 8.1billion yen mcludes minority interests in
net mcome of subsrdrarres For the six months ended September 30 2006 mrnonty interests in net
mcome of subsidiaries increased to 8.2 billion yen from 1.2 brllron yen for the same period in the
prewous fiscal year reflecting primarily dividends paid on perpetual preferred securltles issued by two
t”nance subsidiaries in February and March 2006. ax

't
(, i
As a result, net income for the six months ended September 30 2006 amounted to 38 8 billion yen,

an |n:crease of 1.1 billion yen, or 3.1%, compared with the same period in the previous fiscal year.
] - -
] :
Cash Basis Net Income ' :
Shrnser Bank also reporis cash basis net income on a voluntary basis in order to provide greater
transparency and understanding of its underlyrng performance. Cash basis net income |s calculated
by excludlng amortization of goodwill and other intangibles, net of tax benefit, from net income under

Japahese GAAP. The first six months of this fiscal year includéd 8.7 billion yen of amortized goodwill




and other intangibles, net of tax benefit related to the acqulsmon of CCF companles Consolrdated
ca'sh basis net income for the period was 47.6 billion yen, as compared to 50.5 bﬂllon yen a year ago
Cash basis diluted net income per share for the six-month penod of flscal year 2006 was 23.96 yen, a

decrease of 4. 5% as compared to the same period last year. ‘ i

2. Business Line Results S :
Shinsei Bank continues to expand and develop its coverage of a bro‘ad range of businesses and
customer segments through its three strategic pillars: Instltutronal Banklng, Consumer and
Commercial Finance and Reta1l Banking. Institutional Bankrng is focused on offering a growing range.
of advanced and mnovatlve investment and commercial bankrng serwces to institutional customers.
Consumer and Commercral Finance provides a full range of products and services to small and
me: drum-srzed compames and individual customers. Retail Bankrng contlnues to grow its mdwrduat

customer base by providing innovative products through convenlent distribution channels.

Ins trtutlonal Banking : ‘

Shrnser Bank has developed a successful hybrid banking busmess model based on the functionality
of a commercral bank and the innovativeness of an mvestment bank In the first half of fiscal year
2006 the Institutional Banking business earned revenue of 55.2 ballron yen, 4.5% or 2.3 bl|||0l‘l yen
hlgher than the same period a year ago. The busrness made good progress in real estate finance,
Ioan;portfollo growth and in both the domestic and international- credit trading business. Securitization
actiy:ities were limited by oversupply in the market while \{olatility in the equity and fixed income
marlﬁets challenged the capital market business. General and administrative expenses for the period
mcregased 2.1 billion yen to 21.9 billion yen relating to expansron of the business. Net credit

rec overles for the period of 17.2 billion yen are mainly attrlbutable to an improvement in the credit
ratlngs of several obligors. As a result, ordinary business profit t after net credlt recoveries totaled 50.5
.b1|||on yen a 15.0 billion yen increase over the same period Iast fiscal year

;
Consumer and Commercial Finance 3

The! Consumer and Commercial Finance business provides consumer fi nance commercial finance
and specralty property finance for both consumers and small businesses. This business has been
buutt‘ .up through the acquisition of a number of subsidiaries which now form an integral part of the.
'Shlnsel Bank Group with. a dedicated team prowdlng operatlonal and managerial direction to each
subsrdlary to leverage core competencies and intra-bank synergres The business generated total
revenue of 60.7 billion yen in the frst six months of fiscal year 2006 This is 3.0 billion yen higher than
a year ago. General and admrnrstratwe expenses increased 5.1 billion yen, partly due to 2.1 billion

yen |n expenses relating to Zen-Nichi Shinpan, a newly acqmred sub5|d|ary of APLUS




The tfrst half of fiscal year 2006 has been a challenging period for the Consumer and Commercial
Frnance business. Though Showa Leasing and the specialty property businesses posted good results

during the period under review, the additional provision reqmrements following recent regulatory ,

changes arising from the “Grey Zone” interest rate cap issue have affected the financial performance'

of consumer finance related subsidiary APLUS and affiliate Shinki. APLUS made an additional
" provision and incurred related costs of 2.3 billion yen and Shinki made substantial provisions, as

discussed above,

- Net credit costs during the first half of fiscal year 2006 increaised 3.6 billion yen to 20.1 billion yen
mainly due to delays in portfoli_o collection in APLUS. As a result, ordinary business profit after lnet
credit costs was 5.5 billion yen; 5.7 billion yen lower than same period a year ago.

i
Retail Banking
Shinéei Bank’s retail customer base continues to grow at a significant rate, reaching over 1.8 million
Powerﬂex relatronshrps as of the end of September 2006. The Bank continued to launch new
products such as the Power Step-up Yokin, an extendable yen time deposrt and the Emerging
' Currency Bond Fund, a publicly-offered domestic investment trust that invests in emerging market
t'xe-d-mcome securities. New branches have been opened in Omotesando and Nihombashi and the
Bank has also expanded its ATM network.

Duiing the period under review, savings, time and structured deposits continued to grow steadily but

spreed compression on structured deposits and weak demand for asset management products
|mpacted revenue growth. In the first half of fiscal year 2006 the business generated revenue of 19.5
brltron yen, 1.9 billion yen lower than same periad last year. The increase in general and
admrnrstratrve expenses of 1.9 billion yen to 19.4 billion yen relates to the full impact of retail banking
facrlrtres established in the prior year, increased investments in new technology systems and
.,tomer driven transaction activities. Ordinary business profit after net credit costs for the period
was r:til as compared to 3.7 billion yen a year ago. '
In Adgust 2006 Shinsei Bank was once again ranked No. 1 in a customer satisfaction survey by the
Nihort Keizai Shimbun and in October 2006, the Bank was recognized as “Best Retail Bank in Japan”
by Tﬁe Asian Banker for the second consecutive year and awarded the “Excellence in Internet
Award” for the Asia-Pacific re'gion by the same publication.
|
ALMrCorporateIOthe_r _
ALM! Corporate and Other primarily includes résults of corporate. treasury -activities, inter-company

¥




adju#tments, and corporate level expenses. In the first six mqnths of this fiscal year ordinary business

profit after net credit costs was 1.4 billion yen.

3. Balance Sheet:
Total loans and bills dlscounted balance increased to 4,781 4 billion yen at September 30, 2006 as

compared to 4,087.5 billion yen as at March 31, 2006. In the SIX months ended September 30, 2006,
éhinsei achieved loan growth in all three business pillars Corporateiloans increasedIB 8% to 3, 163 2
billion yen, non-recourse real estate finance loans increased 44.3% to 665.8 billion yen, loans to retail

ustomers, including lending to high net worth individuals, grew 11. 1% to 548.6 billion yen and loans
to consumer and commercial finance customers increased 11.5% t0°416.1 billion yen.

Tota!_ deposits, including negotiable certificates of debosit, increased 873.9 billion yen, or 21.5%, to
4,94#.7 billion yen at September 30, 2006, compared with March 31 ..2006. The retail deposit balance
grevs?) 283.8 billion yen, or 9.1%, in the six months ended September as compared to March 31, 2006
~and ;now exceeds 3.3 trillion yen. As a result, retail funding repre'sented 66.5% of total customer
depasits and debentures at September 30, 2006.

4, Non-performlng Loans (non-consohdated) _
Non- perforrmng loans (NPLs) under the Financial Rewtallzatlon Law as of September 30, 20086,
dE(JII"IEd to 26.0 billion yen, a reduction of 16.5 billion yen, or 38.9%, as compared to the NPLs
balaqce at March 31, 2006. The NPLs balance now represents 0.5% of total non-consolidated claims
outsttanding.

.
5 Capltal Ratios:
Shmse| Bank’s Tier | and Total Capital ratios were 8.3% and 13.5% respectively as of September 30,
2006 Net deferred tax assets, the d|fference between deferred tax assets and deferred tax Ilabalmes
consﬂtuted 2.6% of Tier | capltal

;| R ke
;
it

Shins‘:er' Bank is a Japanese -financial institution providing a full range of financial products and services to both
insritqtional and retail customers based on a three pillar business model comprising Institutional Banking, Consumer
and Commercial Finance and Retail Bankfng The Bank has total assets of US$ 88 billion on a consolidated basis and
a. nthork of 29 Shinsei Bank branches in Japan (as of September 2006). Shinsei Bank demands uncompromising
!eve!s of integrity and transparency in all its activities to eamn the trust of customers, staff and shareholders. The Bank
is cammrttad to delivering long-term profit growth and increasing value for alf its stakeholders.

News:jand other information about Shinsei Bank is available at hitp:/fwww,shinseibank.com/english/index.htmi.
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E3 - : -
(4) Leased agsets ace included in premises and equipment or ather assets and instaliment recervables are a part of other assets in the consdlidated balance shest.
(5) Id: mtrﬁed intangible assets recorded through acquistions of consumer and commerdial finance companies.
(8} Tctal nel assets as of the end of Sep. 2008 mdude mmomy interests in subsidiaries (264.6 billions of yen).

f
Capltatl Adequacy Ratio

f

as of the end of

(%, billions of yen)

Sep. 2006 Mar. 2006 Change
4 ' a b . a-b %
Capilal adequacy ratio i 13.47% 15.55% (2.08)% (13.3)%
Tier | ratio . 8.31% 10.27% {1.96)% (19.1)%
Tier | capital ) 645.8 738.1 ;813 (12.4)%
Tier Il c'§pna| ’ - 475.6 419.5 56.1 13.4%
Risk assets 7.762.7 7.180.4 602.3 8 4%
[ "
References as of the end of \

4
Exchange rate (V$)
Nikk:z;e‘\ average
b
Y
1

Sep. 2006

117.91
16,127.58

8

+ Mar. 2005

117.47
17,059.66

Results of Operations " , t {billions of yen)
i e : * (reference)
1 for the first half ended .~ for the fiscal yesr ended
(Hatfys3r comparison) - Taros  (evzoes change M rvacoe)
¥, a b a-h % !

- Net intefest income 51.7 40.1 . 11.6 26.9% 82.2
Not ées and commissions : o222 235 TS (5.3)% 455
Net frading income ~ ; 11.2 127 (1.4) {11.5)% 275
Net other business income 53.2 54,1 {0.9) (1.7)% 118.3

Non-interest income 86.8 90.4 ! {3.6) {4.0)% 191.4
Total revenue @ 138.5 1305 78 ~=-  Bi% M
General and administrative expenses 75.7 - 666 C - 80 13.5% 1359
Ordinary business profit (isshitsu gyamu}un-eki) 62.8 ' 638 i (1.0) (1.6)% 137.7
Net credit costs {5.2) (14.5) ; 8.3 (64.0)% ' (301}
Amortization of goodwill and ather intangibles (10.5) (14.6) ' Coan (28.2)% - (29.4}
Taxes and others : - {8.1) 31 ) {11.2) (363.0)% {2.0)
Net income , 38.8 37.7 1.1 1% 76.0
Cash basis net income ’ { 47.6 50.5 : (2.9} (5.8)% , 101.8
: . {biilions or;fenj
, Three months Three months . Three months .
{Three months comparison] srvded ended * Change ended Change °
! © 5ep.30,2008  Sep. 30,2005 ' Jun, 30, 2006
' f (zof:zoos) (2Q-F‘;200:‘)) a-b%) ) (1<}P£2ms; ——
Net interest income . 271 207 . 30.8% 245 10.5%
. | - 1
Net fees and commissions . 11.0 1l‘16 ’ 3.8% 11.2 (1.3)%
Net trading income ! 4.2 7.9 b (46.5)% 7.0 (39.5)%
Nat othér husinass income ! 27.9 26.6 , ; 4.7% 253 10.3%
Ncn~1nterest income ' R '43.2 45.2 (4.5)% 435 ¢ {0.7)% .
Total revenue‘ ¥ 70,3 680 6.6% 68.1 33%
Genelral and administrative expenses 38.4 321 19.3% 37.3 2.9%
Ordinary business profit (isshtsu gyomu jun-eki) 31.9 33.8 (5.4)% © 308 3.8%
Net tredlt costs ' © 1.4} {9.4) (84.4)% i (3.7} (60.9)%
Amo“nzatlon of goodwill and other intangibies 4.3} (7.8} ' (44.5)% {6.2) (30.1)%
Taxes a__nd others ; . (6.5} 37 | (276.3)% {1.8) 267 5%
Net incéme X ! - 186 202 (3.1)% 19.2 2.2%
Cash bisis net income ¥ | ) 231 27.1 (14.9)% 745 (59)%
m Cl!ﬂailr_'l prior period amounts have been reclassified to conform to curent period presentation. :
2) Rl:pl’tjeﬂ!i results based on management accounting basis ) .
(3) In c:urP fi | stat ts, amartization of goodwill and olher intangibles ia recorded in general and administrative expsnses from fiscal year commenced on Aprit 1, 2008. ’
[C)] E)cluges amortzation of goodwill and other intangibles. net of tax benaft, related to consumer and commercial finance companies.
Selected Batance Sheet Data ) E A ! {bilions of yen
B ! asoftheendof %,
i ) Sop. 2006 Mar. 2005 ' Change
b a b a-b %
Secuntigs | 1,774.7 1,494.4 277.3 18.6%
Loans and bills discountad . 47814 4,087.5 £83.9 17.0%
Leased'assets and installment receivables‘! 8354 825.0 _ 104 “1.3%
Cther intangibles ™ ; 63.8 68.4 (4.3} (6.3)%
Goodwill, net ' 219.4 226.6 72 o3.2%
Cust-:rr{ers‘ liabilities for acceptances and guarantees 78%.4 813.4 (24.0) (3.01%
Total assets l 10,433.6 9,405.0 1,0286 ' 10.9% '
Dep(nsns ({including Negotiable Certlflcates of Deposit) 4,945.7 4,071.7 874.0 | 21.5%
Deb:-nh.:ras and corparate bonds l 1,059.5 A .31%].9 (257.4) (19.5)%
Bom)wtzd money 1,213.9 1.20?.7 82" 0.7%
Accepw'__nces and guarantees ' 7894 B13.4 (24.0) {3.0)%
Total liabilities L 94229 - 82878 1135 1 13.7%
Minority interests in subsidiaries ! I 261.8 | / /
Total net assets ! ' 1,010.7 855.3 ‘ 155.4 18.2%




1 ’ ’ for the first half ended for the fiscal year ended

Sep. 30, 2006 Sep. 30, 2005 Mar. 31, 2006
i {1H-FY 2006} (1H-FY2005). (FY2005) .
' Common shareholder's net assets 383.20 35468 380,20
i Fully diluted shareholders' net assets 41158 404,66 42162
! Basic net income ' 27.19 26.33 53.16
: Diluted net incame 19,54 18.71 37.75
Note: i
For calculation of per share data - *
{net assets) Number of common shares @ 1,377,120,083  1,358,521,003 1,358,520,547
Fully diluted number of shares @ 1,812,055,674 2,028,002,412 : 2,028,676,851
(net income)” Number of common shares & 1,384,101,577 1,358521,647 1,358,521,302
Fully diluted number of shares ' 1,988,114,408 2,015,158,063 2,015,832,613

{1} Cakulated by deducting stock acwlsmon rights, minority interests in subsidiaries, preferred shares and dividends delntea to preferred sharas from 1he
tatal net assets on the consolidated interim balance sheets as of September 30, 2006.
- (2) Quistanding shares o1 the end of the respective period
(3) Weighted average number of outstanding shares during the raspective period

Cash basis per share data , . (yen}
! ' [reference)
for the first hall ended . . for the fiscal year ended
Sep. 30, 2008 Sep. 30, 2005 Mar. 31, 2008
. . (1H-FY2006) {1H-FY2005) (FY2005)
Basic net income ’ : 33.55 35.79 72.16
Diluted net income . 23.96 25.08 50.55
' Performance Ratios : . (%)
! (reference)
for the lirst half anded | far the fiscal year ended
Sep. 30, 2006 Sep. 30,2005 ' Mar. 31, 2006
. (1H-FY2008) {1H-FY2005) (FY2005)
Return on assets ! ‘ N 0.8% 1 0.8% 0.8%
Return on equity (fully dlluted) i 9.7% \ 9.4% . 9.3%
. Cash basis return on assets 1.0% 1.2% 1.2%
i Cash basis return on equity {fully diluted) 11.8% 12.5% . 12.4%
~ Expense to revenue (overhead) ratio 7 ° I 54.7% 51.1% 49.7%
T '{1) Management accounting basis
| Supplemental Financial Data and Reconciliation to Japanese GAAP Measures™ R
| .
‘l For the first MJFFYZIOOG ended September 30, 2008 (billions of yen, except per share data and percentages)
;‘; Ameortization of goodwill and other intangibles '
; Amortization of other intangibfes : ) 4.2
Associated delerred tax liability . . (1.7}
i amortization of goodwill - 6.2
" Total amortization of goodwill and other intangibles, net of tax benefit ] 3 8.7
" Reconciliation of net income to cash basis net income
»  Netincome ' 388
iL Amontization of geodwill and other intangibles, net of tax benefit 8.7
¥ Cash basis net income i . 47.6
: Reconciliation of basic net income per share to cash basis basic net income per share '
i Basic net income per share’ 27.19
i Efiect of amortization of goodwill and other intangibles, net of tax benefit 8.35
i Cash basis basic net income per share . ) © 33,85
“ Reconciliation of fully diluted net income per share to cash basis fully diluted net income per share
p Fully diuted net income per share 19.54
: Effect of amontization of goodwill and other intangibles, net of tax benefit 4.42
y Cash basis fully diluted net income per share 3 23.96
. Recenciliation of return on assets to cash basis return en assets .
1 Return on assets 0.8
B Effect of amartization of goodwill and other intangibles, net of tax benefit . 0.2
, Cash basis return on assets 1.0
‘ Reconciliation of return on equity to cash basis return on equity
; Return on equity (fully diluted) . 8.7
i Effect of amortization of goodwill and other intangibles, net of tax benefit . 2.2
i Cash basis return on equity (fully dilsted) 1189
| Reconciliation of return on equity to return on tangible equity
I‘ Return on equity {fully diluted) 9.7
i Effect of goodwill and other. intangibles 3 A 2 7.9
: Return on tangible equity (fully diluted) 17.7
« {1} Reflects adustments of goodwill and other intangibles a inted with the isition of consumer ang cu:'nmercinl finance companies.
1

(2) Netincoma excludes amortization of goodwill and other intangibles, net of tax benefit. Averaga shareholders' equity axcludes
goodwill and other intangibles. '



for the first half ended

Six months ended

Six months ended

Fiscal year ended

Sep. 30, 2006 Sep. 30, 2005 Mar. 31, 2006
; (1H-FY2006) {(1HFY2005) (FY2005)
3 Average Yieldirate  Average Yield/rate Avarage Yield/rate
¢ balance Interest (%) balance Interest (%) balance Interest (%)
Interest-earning assets ", ] :
Loans and bills discounted 4,304.8 59.2 2.74 33,5765 50.8 2.83 3,730.7 1044 2.80
Leased ass;et:s and installment receivables @ 838.0 255 6.09 ©o7814 236 6.04 793.7 46.0 5.80
Securities " ; 1,605.9 . 16.8 2.09 1,688.5 83 098 1,7214 16.8 OR: 1)
Other interest-earning assets @ - 672.7 6.8 n.m. 3568 21 n.m. 503.7 a7 n.m.
Total Interest-earning assets @ 74216 1086 292 64133 849 264 6,749.7 1710 253
Interest-bearing liabilities: \ ' ! '
Deposits and negotiable certificates of deposii 4,472.7 136 0.61 3,548.5 8.0 0.45 3,776.8 16,9 0.45
" Debentures. 871.0 1.5 0.36 ' 1.198.9 2.6 0.44 1,152.9 4.7 0.41
_ Subordinated debt . 360.9 3.5 1.89 2516 3.0 2.41 259.7 5.5 2.13
Borrowed money and corporate bond 1,127.2 5.3 0.54 967.3 6.5 1.36 999.3 12:2 1.22

Other interesi-bearing liabilities

387.5 7.0 n.m.

225.8 0.8 n.m.

2295 33 am

Total Interésf-beafing liabilities 7,219.6 1.2 0.86 6,192 .4 21.2 0.68 6,418.4 42,7 0.67
Non Interest-bearing sources of funds: - ’ l |

Non intereg_l-bearing {assets} liabilities, net {598.7) - - (582.7) - - (489.7) - -

Shareho!delrs' equity 800.7 - - 803.6 - - 821.0 - -

Total interest-bearing liabilities and ‘

non interest-bearing sources of funds 7,421.6 - - 6,413.3 - - 6,748.7 - -

Net interest margin ‘@ - - 2.05 - - 1.96 - - 1.87
Impact of nonlimeresl-bearing s0UrCes - - 0.02 - - 0.02 - - 0.03
Net revenuelyield on interest-earning assets‘? - 77.3 2.08 - 63.7 1.98 - 128.3 1.90
Note: '
Reclass from total revenue on interesi-eaming assets to totzl interest income. -
Tota! revenUfon interest-earning assets 74216 1085 2.92 6,413.3 849 2.64 6,7497 1710 253

Less: Income on leased assets and installment receivables 838.0 255 6.09 781.4 236 6.04 793.7 46.0 5.80
Total interest income 5,583.5 82.9 2.51 5,631.9 61.3 217 5,955.9 125.0 2.10
Total interesl expense . 31.2 . . 21,2 . - 427 -
Net interest income - 51.7 - - 40.1 - - §2.2 -

(1) Certain prior period numbers have been reclassified to conform to current peried presentation.

(2) Includes leased assets and installment receivables and related yields.
(3) Interest eaming deposits have been restated, by excluding cash deposits, to be consistent with prior period reporting.
(4) Other inte;est-eaming assels and other interest-bearing liabilities include interest swaps and funding swaps,

Interest-E&rnlng Assets and Interest-Bearing Liabilities (Non-consolidated)
|

- §ix months ended

5ix months ended -

(billions of yen, except percenlageas)

Fiscal year ended

‘. Sep. 30, 2006 Sep. 30, 2005 Mar. 31, 2008

. (1H-FY2006) {1H-FY2005) (FY2005)

i Average Yield/rate Average Yiakd/rate Average Yield/rate

! . balance Interest (%) + balance Interest (%) balance Interest (%)
Interest-earning assets: ' .
Cash and due from banks 92.2 12 am 723 10 292 86.3 20 233
Call loans “ 87.1 0.1 0.23 449 . 0.0 0.03 100.9 0.0 0.02
Receivables ynder resale agreements - - .- . . . . . -
Collateral related to securities borrowing transactions 149.7 0.2 0.27 6.4 0.0 0.49 10.2 1 %] 0.29
Securiies 1,900.3 20.7 2.17 1,977.4 1.8 1.19 19974 21.0 1.05
Loans and bills discounted 4,124.7 3.7 1.53 34838 288 1.65 36123 5§78 1.60
Other interast-aarning assets 58.4 0.6 2.3 826 0.3 0.93 65.4 0.9 1.40
Interest rate and funding swaps - 4.5 - - 05. - - 0.6 -

Total interest-earning assets 6,412.6 59.2° 1.84 5,667.7 42.7 1.50 58728 82.6 1.40
Interest-bearing labilities:
Deposits 4,218.0 13.4 0.62 34211 - 80 047 3.7465 165 D45
MNegotiable ceiniﬁcales of depbsi‘t , 2560 0,2 0.24 1996 0.0 0.02 199.7 0.0 0.03
Debentures |, 8729 1.5 0.35 1,206.3 26 0.43 1,158.6 4.7 .0.40
Call money ' 1571 1.0 1.21 1391 [138] 0.07 1273 0.0 0.07
Payable undé( repurchase agreements - - - 1.2 0.0 0.00 ‘06 0.0 0.00
Collataral related to securities lending transactions 70.1 0.0 0.20 ) 6.6 0.0 0.20 49 00 0.55
Borrowed lnc;E\By 2796 0.9 0.67 3244, 35 2.20 3084 58 1.88
Corporate boﬁds . 450.9 9.2 4.08 ' 50.0 0.1 0.42 105.3 1.7 164
Qther intelesi-bearing liabilities 0.3 5.6 n.m, 0,3 0.7 n.m. 0.3 30 n.m.
Interest rale and funding swaps - - - ' - - - - - .
Total intefest-bearing liabllities 5,364.5 32.1 1.90 ' 5,348.8 15.2 0.56 5,6562.1 32.3 0.57

Net interest income/yleld on interest-earning assets 6.412.6 274 0.84 27.4 0.96 58728 502 0.85

5,667.7

n.m.: not meaningful
]

|
W '
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i :
For the first half Fiscal Year 2006 ended September 30, 2006

{bittions of yen)’

ALM/

(1 C-:nuln prior perlod amounts have been reclassmed to conform 1o current perod presenlaﬁun

{2} Ri-pmsenls results based on management accountng basis.

\

{3 Al MICDrpornleK}mur targely includes resulls of corporate freasury activities, income from propriatary investments, and corporate level expenses.

[
Eamings Farecast for Fiscal Year 2006 Results

o (4 lncludes nat profit {lass) of Shinki, an nffilime and unallocated Consumer and Commercial Financa sub-group axpanses

{Consolidated) , (bitlions of yen)
Fiscal yoar onded
1 Mar. 31, 2007 Mar. 31, 2006
: (FY20086) (FY2005}
! Forecast Actual
Net income . . 76.0 76.0

{Nor-consolidated) *

1
(billions of yen (other than dividends))

. Fiscal year ended

; Mar. 31,2007  Mar. 31,2008

\ {FY2006) (FY2005)

! Forecast Aclual
Nel business profit 59.0 69.1
Nel income , 75.0 74.8
Dividends (in yen)

Common stock 33 3.0

'! Class A preferred share’ 130 130

Y AB- 4.8

\ Class B preferred share

{5) Revilalization ptan basis
i i

Above forecasts are based on current assumplions of future events and trends, which may be incorrect.

Actual results may differ materially from those in the statements as a results of various factors,

11

Consumers and
, In;::‘:::;al Commercial B::::::g Corporate/ Total
- Finance (') Other &
Total revenue , ) 55,2 60.7 19.5 29 1385
General and administrative expenses 219 350 194 (0.7} 75.7
Ordinary business profit , 333 25.7 0.1 3.6 62.8
- Net credit costs (recoveries) ' (17.2) 201 0.0 21 5.2
Ordinary business profil after net credit costs {recoveries) 50.5 5.5 0.0 14 57.5
{*} breakdown of Consumer and Showa Other Consumer and
Commercial Finance | ' APLUS L ¢ Commercial
easing subsidiaried
Finance
Total ravenus 48.2 134 {0.9) ' 60.7
General and administrative expenses : 27.0 5.3 . 26 _ 35.0
Qrdinary business profil {loss) 211 8.0 " {3.5) C 257
Net credit costs ‘ 17.6 14 1.2 -, 201
Ordinary business profil (loss) after net credit costs 35 6.6 . {4.7) , 55
'
For the first half Fiscal Year 2005 ended September 30, 2005 )
: v Consumer and : ALMW
'“;:t:‘::::;a‘ Gommercial B::::g Corporate/ Total
B Finance (*) Gther
Total revenue 528 T 215 (15) 1305
General and administrative expenses 19.8 298 175 (0.5) 66.6
Ordinary business profi (loss) o330 278 40 (1.0) 63.8
Net credil costs {recoveries) ° . (2.4) 16.5 0.2 0.2 145
Ordinary business profit (Joss) after nel credit costs {recoveries) . 354 11.2 3.7 1.2) 49.2
*) breakdown of Consumer and Consumer and
0 ?ommelcial Finance APLUS Ls::;:'ag subg:glea'ﬂeé‘] Commercial
- Finance
Total revenue 40.4 121 5.0 576
qu;feral and administrative expenses 219 5.3 33 . 20.8
C*rdi,naty business profit 19.2 6.7 1.7 278
Net credit costs . 137 2.3 0.4 16.5
Crdinary business profit after nel credit costs ) 55 4.4 1.2 11.2




h

Consolidated Interim Statements of Income
.‘ i R

+

i
i

[ Mﬁnagemnl accounting basis

12

) (miﬂ.r'or;'s of yen)
. 1H-FY2006 ; 1H-F;Y2005 ~ Change ' '
f a : b ab A
Interest on loans and bills 59,240 ' ' 50,809 8,431 16.6%
Interest and dividends on securities 16,811 . 8,370 8,441 100.8%
Other interest income ' 6,894 ' 2,129 4765 2238%
Interest income 82,946 © 61,300 21,637 35.3%
Fees and commissions income 34,075 | ' 34,239 (164) (0.5)'%
Trading profits ‘ 11,429 | 12,791 (1.362) {10.6)%
Other business income 138,202 |} 132,693 5,509 4.2%
Other ordinary income ; 16,461 | 12,571 3,890 . 30.9%
" |Ordinary Income ‘ 283,113 |, 253,606 29,507 11.6%
) Interest on deposits,including negotiable ! ' :
certificates of deposit ' 13,692 f 8,074 5618 69.6%
Interest on debentures 1,556 28621 {1.085) {40.6)%
I;|;1terest o.n other borrowings 5,864 | 8,484 (2,620} (30.9)%
Other interest expenses 10,115 |1 2022 8,093 400.2%
Interest expenses 31,228 | - 21,201 10,027 " 47 3%
Feés and commissions expenses 11,808 |’ 10,740 1,068 - 9.9%
Trading losses 156 | , 47 109 231.9%
Other business expenses 93,370 |. 90177 3,193 3.5%
General and administrative expenses 75,913 67.003 8910 13.3%
él«mortization of goodwill 6,246 | / o /
A‘mortization of other intangibles 4,294 / / /
Total General and administrative expenses 86,454 | 67,003 19,451 © 29.0%
Other ordinary expenses 14,192 | 16,050 {1,858) {11.6)%
Amortizaﬁon of consolidation goodw'ill /|, 10113 / /
émorﬁzation of other intangibles /| 4575 / /
Total Other ordinary.expenses 14,192 [° 30,739 © {16,547) (53.8)%
Ordinary expenses 237,212 [ 219911 17,301 7.8%
Net ordinary income 45,901 | 33,695 12,206 36.2%
Spacial gains 2,776 2,713 ' 63 2.3%
$pecial losses . 1,394 | 596 798 133.9%
Incorﬁe before income taxes and minority interests 47,284 | 35,812 11,472 32.0%
Incorﬁe tax (current) 1,367 | 1,733 |. {3686) (21.1)%
Incon{'le tax (deferred) : (4,209)| . (4,885) 3,676 (75.3)%
Mino_fjty interests in netincome of subsidiaries 8,269 ,“ 1,258 7.011 557.3% |
Netincome 38,857 |+ 37,706 1,451 | 3.1%
?;
u&ef.) Ordinary business profit jisshitsu gyomu jun-eki) " | 62.8 | ' 63.8 | (1.0)] (1.6)%]
: ’ yen / US$ @117.91 \ @113.21




#

Consolidated Interim Balance Sheets

- Assets
k {millions of yen)
, Sep. 30, 2006 Mar. 31, 2008 Change
‘ : a b ab %
<<Atisets>>
Cash and due from banks 312,406 488,601 (176,185) (36.1)%
Call loans ’ 20,000 50,000 (30,000) (60.0)%
Collalepél related to securities borrowing transactions 27,215 33,107 {5,892) {17.8)%
Cther ni:onetary claims purchased ' . 296,955 273,937 23,018 -
Trading assets 423,423 1 193,581 229, 842 118.7%
Mone:!a#y assets held in trust 506,563 456,167 50,396 11.0%
Securities 1,771,793 1,494,489 277,304 18.6%
Loans and bills discounted 4,781,419 4,087,561 " 693,858 17.0%
Foreign exchanges 13,908 12,140 1,768 14.6%
Other a%sets 844,194 974,398 (130,204) {13.4)%
Premisés and equipment / 415,522 / /
Tangiblé fixed assets ! 398,162 ; / / /
Intangible fixed assets ' 351,079 / ‘ /
(Gaoc:{wr'ﬂ. net) 219,411 / / !
Dereue? issuance expenses for debentures 115 177 (62} {35.0)%
Defeired tax assets 30,805 30,022 783 26%
Consslidation goodwill, net / 226,692 / /
Cdstcnmgrs' liabilities for acceptances and guarantees 789,451 813,480 (24,029) (3.00%
Reserve for credit Iosses (133,820) (144,868) 11,048 (7.6)%
Total assets 10,433,686 9,405,013 1,028,653 10.9%
: yen/ US$ @179 Q1747
1~ -
I
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Coﬁsolidated Interim:Balance Sheéts

-- Liabilities and Net assets

,
n.m.: not meaningful
i !
i
i

14

{millions of yen)
i Sep. 30, 2008 © Mar. 31, 2006 Change
' a b a-b %
" |<<Liabilities>>
Deposits, including negotiable cerlificates of deposit 4,945,741 4,071,758 873,983 21.5%
Debentures 758,891 ' 1,018,909 (260,018) {25.5)%
Call m;oney ] 449,989 30,000 419,989 1400.0%
Collateral related to securities lending transactions 41,407 - 41,407 n.m,
Commercial paper - 168,700 133,200 35,500 26.7% |
Traging liabilities 106,634 149,990 {43,356) {28.9)%
Borrowed money 1,213,998 1,205,765 8233/ 0.7%
Foreign exchanges 4 a9 (35) 89.7%
Corporate bonds 300,627 293,002 2625 0.9%
Other liabilities 619,725 535,753 83,972 i 15.7%
Acciued employees bonuses 8,059 13,886 (5.827) (42.0)%
Resarve for bonuses to directors 103 .13 80 B892.3%
Resarve for retirement benefits 3,190 3,308 (118) {3.6)%
Reserve for losses on interest repayments 2,485 - 2,485 n.m.
Reseve under special law 2 2 - -
Deferred tax liabilities ] 13,903 13,718 185 1.3%
Acceptances and guarantees 789,451 313.4‘80 ’ (24,029) (3.0)%
Total llabilities ! 9,422 915 3,287,822 1,135,083 13.7%
<<Minority interests in subsidiaries>> !
Minority interests in subsidiaries / 261,845 / /
<<Net Assets>> , <<Shareholders’ equity>>
Shareholders’ equity ;
Capial stock . : 451,296 451,296 - =
Cap‘i'tal surplus 18,558 18,558 - -
Retained earnings 414,399 379502 34,897 9.2%
Treé%uw stock, at cost (136,543) (12) {136.531) 1137758.3%
Tolal shareholders’ equity ’ 747,711 / / /
Net unfealized gain / loss and translation adjustments
Net unrealized gain /1055 on securities evailable-for-sale, net of taxes {556} 2,208 {2,764) (125.2)%
Nst deferred loss on hedge, net of taxes {3,944} ‘/ / P
F:Jreign currency translation adjustments ‘ 2,604 3,781 (117D (31.1)%
Total net unrealized gain / loss and translation adjustments (1,895} ' ) / /
Stock acquisition rights ‘ 260 / / /
Minon't\} interests in subsidiaries 264,6?5 N, / /
Total net assets ) 1,010,750 855,335 / /
Total liabilities and net assets 10,433,666 9,405,013 1,028,653 10.9%
1 - yen/USS [ AR A Q11747




9

i

Cons;olf'_idated Interim Statement of Changes in Net Assets

) (miilions of yen)
, Shareholders' equity o
. ;
. . : Total
‘Capital stock Capital Relained Treasury shareholders'
, surplus earnings | stock, atcost| ™~ .
: equity -
Balance al beginning of period 451,296 18,558 379,502 '{(12)] + 849,345
Changes in amounts during the period .
i i
Dividends from surplus (note) - - 3,947 - (3,947)
Net income , - -~ 38,857 = 38,857
Acquisition of treasury stock - - - (136,671) (136,671)
Disposal of treasury stock - - 13) 140 126
Net change of items other than _ _ _ = _
. shareholders’ equity '
Total cha)nges during the period - - 34,897 (135;530) {101,633)
! | N
T -
Balance égl end of period 451,296 18,558 414,399 (136,543) 747,711
¥ '
A
[ Net unrealized gainfioss and translation adjustments’
.‘ Net unrealized | Net deferred Foreign Total ‘n.al S“_:'Ck Minority. Total net
; 9 unrealized iti i I nel
! loss on securities losson | cumency ainflo b " -acquisition | interests in assals
; available-for-sale, | hedge, net of | translation |¥ $8 an rights subsidiaries
! " translation -
i net of taxes taxes adjustments - ;
d : adjustments
Balance ;t beginning of period 2,208 - 3,781 5,900 — 261,845 1,117,180
Chang 35.?" amounts during the period -
Diyir.lsﬁds from surplus.(note} - - - .- - - {3,847)
Net im;::t)me - - - - - - 38,857
Acquis:iciion of treasury stock , - - - - - - (136,671)
Dispos'g! of treasury stock - - - - - - 126
Net change of items other than
| shareholders’ equity (2.765) 3.944) a1 (7.886) 260 2.830 (4,796)
Total chahges during the period . (2,765) (3.944) (117D (7.886) 260 2,830 (106,429)
"|Batance ail end of period (556) (3.944) 2,604 (1,895) 260 264,675 1,010,750

{note} This'ritem is resulted from appropriation of profit of previous fiscal year.
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{fHIIONS OF yern)

. Sept. 30,2006 ,

Sopt. 30, 2005

VI. Cash and cash ﬁ;-quivalents at end of period .

’ (6 months) {6 months} Change
1. Cash flows from _t!sperating activities: ) .
Income hefore income taxes and minerity interests 47,284 35812 | 11,472
Depreciztion (other than leased assets) 5,776 2,045 3731
Deprecietic_ih of leased assets 66,723 68,684 (1,961)
* Amorization of consolidation goodwill / 10,113 /
Amortizatioh of goodwill 6.248 / /
Amortization of other intangibles 4,294 4,575 (281)
Equity in netincome of affiliates v 3547 (2,056) 5,603
Net change in reserve for credit losses 11,048} 6,177 (17.,225)
Net changé in accrued employees bonuses " (5,834) (3.249) . (2,585)
Net change in reserve for retirement benefits {(119) (139) 20
Net change'j'in reserve for losses on interest repayments ! 2,485 - 2,485
Interest income ' 1(82,946) (61,309) (21.637)
Interest expenses 31,228 21,201 10,027
Gain on securities sold ! (6,615) (34) (6,581)
Gain on monetary assets held in trust (4,140) (3.563) (577)
Net exchange loss (gain) 1.481 (53) 1534
Net loss on sale of premises and equ:pment / B3 /
Net gain on sale of fixed assets ' (2,073) / /
Net (gain) loss on sale of leased assets (1,004) 5,493 (6,497)
Net change in trading assets (229,842) 48,625 (278,467)
Net change in trading liabilities {43,356) 10,981 (54,337)
Net change in loans and bills discounted ! (693,734) (396,993) (286,741)
Net change in deposits 682,967 564,891 118,076
Net change in negotiable certificates of deposit 191,015 {53,315) 244,330
Net change in debentures {260,017) {60,903) (199,114)
Net change in borrowed money (other than subordinated debt) 46,243 {3,299) 49,542
Net change' in corporate bonds (other than subordinated bonds) 6,845 {4,333) 11,178
Net change in deposits (other than non- |nteresl-beanng deposits) (26,217) 29,438 (55,655)
Net change)in call loans 30,000 (47,000) 77,000
Net cha nge‘ln other monetary claims purchased (20,305) 78,007 {98,312)
Net change in collateral related to securities borrowing transactions . 5,891 (1,488) 7,379
Net change in call money 419,989 (33.631) 453,620
Net change. in commercial paper 35,500 64,500 {29,000)
- Net change in collateral related to securities lending transactions ° - 41,407 5,872 35,735
Net change'in foreign exchange assets . (1,768) (4,331) 2,563
Net change in foreign exchange liabilities (34) 149 (183)
Net change in net trust account (10,302) 6,532 {16,834)
- Interest racclved 72,521 67,968 4,553
Interest ;ald {24,086) {19,903) (4,183)
Net change in trading securities (37.471) {27.790) (9,681)
Net change in monetary assets held in trust (59,235) (4,.975) (54,260)
Net change in leased assets {77.,836) {68,499) (9,337)
Others, net 162,179 ~{12,812) 175,091.
Subtotal ’f 265,637 221,150 44,487
Income taxes paid R (3,986) {1.822) {2,164)
Net cash provided by operating activities 261,651 219,327 42,324
Il. Cash flows from investing activities: :
Purchase of securities (1,210,621) (1,866.752) 656,121
Proceeds from sale of securities 64,414 361,094 (296,680)
Proceeds. fr'Pm maturity of securities 861,947 1,392,514 ' (530,567)
Investment in monetary assets held in trust (5,508) (20.793) ‘ 15,285
Proceeds fram disposition of monetary assets held in trust 18,476 7.861 10,615
Purchase of premises and equipment (other than leased assets) / (2,797} /
Proceeds from sale of premises and equipment (other than leased assets) / 954 /
Purchase of tangible fixed assets (other than leased assets) (2,094) / /
Proceeds from salo of tangible fixed assets (cther than leased assets) 6,525 / /
Proceeds from sale of subsidiary's stocks 3,077 9116 (6,039)
Others, net; (2.272) - (2.272)
Net cash used in investing activities {266,054) (118,800) (147,254)
111. Cash flows frcm financing activities:
Proceeds from issuance of subordinated debt 60,000 + 10,000 50,000
Repayment ‘of subordinated debt (98.000) - {98.000)
Payment for redemption of subordinated bonds {10,845) (3,000) (7,945)
Proceeds frgm minority shareholders of subsidiaries o - 0
Payment for capital refundment to minority shareholders of subsidiaries (628) - (628)
Dividends pa1d (3.947) (3.688) (259)
Dividends pa:d to minority shareholders of subsidiaries {8,422) - (8,422)
Purchase of treasury stock (136,671) (2) {136.669)
Proceeds from sale of treasury stock 126 - 126
Net cash {used in) provided by financing activities (198,486) 3,309 {201,795}
V. Foreign currency translation adjustments on cash and cash equivalents 2 3 (1)
V. Net change in. ¢ash and cash equivalents (202,887) 103,839 (308,726)
V1. Cash and cash equivalents at beginning of peried 340,713 162,226 178,487
137,826 266,065 {128,239}

f
i
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1. Non-ConsdﬁIidated Financial Results [and Projections]

J
: . (billions of yen) .
. : for the first half ended for the fiscal year endedfor the fiscal year ended|
' Sep. 30,2006 | Sep. 30, 2005 Mj;gdgg)of Ma[;’;g;béfw
.o {1H-FY2008) (1H-FY2005) (Referencej {Projection} .
Gross business profit (gyomu sorieki) 67.3 70.4 142 .4
! Net interest incoma 304 28.7 H 531
Net fees and commissions 2186 17.6 N 50.9
Net trading income 9.0 10.0 ‘ 202 : S
Net other business income X 138 18.0 ‘
General & administrative expenses 39.6 36.1 73.2 \
Net business profit {jisshitsu gyomu jun-ekiy 276 34.2 f 69.1 59.0 ,
Net income - . 41.5 391 ' 748 750
[ L.
Credit recoveries i 11.9 2.3 49|
i |Reversal of reserve for credit losses . 12.8 2.8 54

] .
2. Non-performing Loans

Claims Clas:siﬁ;%ad Under the Financial Revitalization Law (Non-Consolidated)
I

(billions of yen, %)

H Sep. 30, 2008 ) Mar. 31, 2006 ||Sep. 30, 2005

P ' Change from Change from ‘

i . Mar.'31, 2006 Saep. 30, 2005 | :
Claims against bankrupt and quasi-bankrupt obligors 03 {03 2.0 0.7 |l 2.4
Doubtful claims : 8.3 : (12.3) (19.9) 207 |i 283
Substandard claims ' ‘173 (3.8) 1.8 211 ' 154

Total non-perfarming loans (A} . 26.0 (16.5) (20.0) 4250 46.1

Total claims {B) 4,806.5 677.5 8395 4,129.0 |; 3,967.0
% of total claims outstanding (A} / (B) 0.54% C{0.49)% (0.82)% 1.03%], 1.16%
{ref.) Ator balo;w "need caution” level 99.8 (19.5) (90.3}) 119.3 *{190.1)

I
e

€

3. Coverage Ratios for Non-Performing Claims Disctosed Under the Financial Revitalization Law (Non-Consolidated)
. H . . . ) -

i

£ .

{millions of yen, %)

i Amount of . Amount of
X . ' claims ¢ ' coverage [Coverage ratio
. ‘L : Reserva for loan Collateral and

v ) losses guarantees
Claims against bankrupt and quasi-bankrupt obligors 342 -l - 342 342| 100.0
Doubtful claims 8,334 K 3,890 3,020 \ 6,911 82.9
Substandare claims ’ i 17,289 k 7,376 5037 .12,413| 71.8
Total ¢ ' 25,965 11,267 8,400 " 19,867 ' 7.7
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4. RISK MOTHIOTCd LOANS ~
(Consoclidated)

{millions of yen)

Sep. 30, 2006 Mar. 31, 2006 Sep. 30, 2005
Change from Change from .
Mar. 31, 2006 Sep. 30, 2005
|Loans to bankrupt obligers 2077 188 (1,271} 1,889 3,348
Non-accrual delinquent loans 19,401 (16,946) {28,808) 36,347 48,209
Loans past due for 3 months or more 4,125 1,000 1,595 3125 " 2530
Restructured loans 38,241 (4,591) 2,173 42832 36,068
Total risk monitored loans 63,846 (20,349) (26,311) 84,185 90,157
|Loans and bills discounted | . 4,781,419 | 693,858 | 953,349 | 4,087,561 | 3,828,070 |
{% to total loans)
Loans to bankrupt obligors 0.0% 0.0% {0.1)% 0.0% 0.1%
Non-accrual delinguent loans 0.4% (0.5)% (0.9Y% 0.9% 1.3%
Loans past due for 3 months or more 0.1% 0.0% 0.0% 0.1% 0.1%
Restructured loans 0.8% (0.2)% (0.1)% 1.0% 0.9%
Total risk monitored loans 1.3% (0.8)% (1.1)% 21%| 2.4%
{Non-Consolidated) (millions of yen)
Sep. 30, 2006 ‘ ! Mar. 31, 2006 Sep. 30, 2005
Change from Change from
) Mar. 31, 2006 Sep. 30, 2005
Loans to bankrupt obligors 232 (354) (1,340) 586 1,572
Nen-accrual delinquent loans - 8,117 {12,326) {19,431) 20,443 27,548
Loans past due for 3 months or mere 53 29 (52) 24 105
Restructured loans 17,235 (3,834) 1,937 21,069 15,298
Total risk monitored loans 25,638 {16,485) {18,886) 42 123 44 524
[Loans and bills discounted | 4,683,764 | 722518 | 895,747 | 3,961,246 3,788,017 |
(% to total loans)
Loans to bankrupt obligors 0.0% 0.0% 0.0% 0.0%| - 0.0%
Non-accrual delinguent loans 0.2% (0.3)% {0.5)% 05% 0.7%
Loans past due for 3 months or more 0.0% 00% 0.0% 0.0% 0.0%
Restructured loans 0.4% {0.1)% 0.0% 0.5% 0.4%
Total risk monitored loans 0.5% (0.6)% (0.7)% 1.1% 1.2%|-
5. Reserve for Credit Losses
(Consolidated) {millions of yen)
Sep. 30, 2006 Mar. 31, 2006 Sep. 30, 2005
Change from Change from -
Mar. 31, 2006 Sep. 30, 2005
Reserve for credit losses 133,820 {11,048} (22,160) 144,868 155,980
General 90,947 1,904 14,873 89,043 76,074
Specific 42 866 (12,953) (37,023) 55,819 79,889
Restructuring countries 8 1 (10 5 16
(Non-Consolidated) . {milfions of yen)
o Sep. 30, 2006 Mar. 31, 2006 Sep. 30, 2005
Change from Change from :
Mar. 31, 2006 Sep. 30, 2005
Reserve for credit losses 98,492 (12,929) (16,106) 111,421 114,598
General 61,070 850 1,719 60,220 58,351
Specific ar.414 (13.762) (17.817) 51,196 55,231
Restructuring countries 6 1 (10) 5 16
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{Lonsolidateq)

f(miﬂr’ons of yen)

As of September 30, 2006
-

Unrealized gains (Losses)

Losses |

H Gains :
Equities ! 235 663 |- 427
Bonds {3,073) 309 |- 3,382
Other i 1,235 1,633 | 397
Total § {1,601) 2,608 |; 4,208
; -
As of Sepiember 30, 2005 (millions of yen}
] Unrealized gains (Losses)

_ 1 ' Gains Losses
Equities 1,035 1,052 16
Bohds : (2,578) 76 | 2,654
Other 3,385 4119 N 734

Total 1,843 5,248 |. 3,404

19

. Sep. 30, 2006 - ' ; Mar. 31, 2006 | Sep. 30, 2005
Change from |, Change from , ‘ :
] Mar. 31, 2006 [, Sep. 30, 2005 ) g
% on risk monitored loans 209.6% 37.5% | 36.6% 172.1% 173.0%
= : - - , —
{Non-Consolidated) . f .
Sep. 30, 2006 . _ . Mar. 31, 2005 Sep. 30, 2005
| - Change from k Change from - ' L
Mar. 31, 2006 |  Sep.30, 2005 : '
% on risk monitored loans 384.2% 119.7%| i 126.8% 264.5% 257 4%
o g | T
| .
7. Unrealized Gains (Losses) on :Avai!able-for Sale Securities '
(Consolidated) L '
As of September 30, 2006 ' (milliohé of yen)
' Unrealized gains (Losses) :
o Gains _ Losses -
Equities ! 1,447 2,332 | | 885
Bonds \ (3,050) 337 | . 3,387
Othet ) 1,227 1,633 |i ) 405
Total ' (374) 4,304 |; - 4,678
; ; n , -
As of September 30, 2005 ! i A {miflions of yen) Y
: f Unrealized gains (Losses) | . ' *
. b ' Gains : Losses
Equities 4 4,278 T 4502 | ‘ 223
Bonds (2,538) 118 | 2,656
Other © 3,399 4,143 |, 743
Total | 5,139 8763 | 3623 :
.- -
(Non-consolidated) b




(mi/ﬁons'of yen)

* Sep. 30, 2006 ,‘ Mar. 31, 2006; Sep. 30,2005 .
Change from Change from
: Mar. 31, 2006 | Sep: 30, 2005 .
Balance of housing loans 497,235 42,674 111,263 454 561 385,972
¥ t
9. Balance of Deposits (Non-Cdnsolidated)
: (mitlions of yen)
Sep. 30, 2006 ; Mar. 31, 2006 | Sep. 30, 2005
‘1 Change from- | Change from :
Mar. 31, 2006 | Sep. 30, 2005 .
Balance of deposits {including NCDs) - 5,014,085 855,893 | 967,149 * 4,158,192 4,048,936
Balance of deposits from individuals 3,363,953 282262 950,008 3,081,691 2,813,945
10. Subsidiaries and Affiliates . ‘
. Sep. 30, 2006 |Mar. 31, 2006 Sep. 30, 2005
Consolidated subsidiaries 89| 82 77
27 13 8

Affiliaters,!éccounted for using the equity method

1. Expéhse for Retirement Benefit {Consolidated)

(millions of yen)

X

Sep. 30, 2006

. 2,546

Expense for retirement benefit
- -

12 Derlvatlve Transactions Based on Hedge Accounting

(Consclldated)

{billions of yen)

As of September 30, 2006

Over 1 year and

: Within 1 year within 5 years Over 5 years Total
Interest r'éte swap
Recewe fixed and pay ﬂoatlng 33.0 3129 281.9 627.9
Recelve floating and pay fixed' 13.0 101.8 537 168.6
Recelve floating and pay ﬂoatlng - 05 - 05
Total notional principal amount 46.0 415.3 3356 797.0
Currenf'y.swap
Total notlonai principat amount 208.7 254.0 173.9 834.7
(Non—Coﬁsolidated) (billions of yen)
P As of September 30, 2006
Within 1 year O“v,;rrﬁl ‘ée:;:rgd Over § years Total
Interest rate swap ,
Recelve fixed and pay ﬂoatmg 33.0 3129 | 2819 627.9
Recelye floating and pay fixed 13.0 101.8 537 168.6
Receii;)e floating and pay floating - 0.5 - 0.5
Total notional principal amount 46.0 4153 3356 797.0
Currenzy,swap
Total ﬁotional principal amount 206.7 254.0 173.9 634.7
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13. Problem Claims

A. Losses on Disposals

\

(bilﬁohs of yén)

(Consolidated)

; — - -
! Net provision o‘f Dlsp?sal of pro.blem Disposal of problem Total credit
I general reserve claims {Banking R
! ‘ claims {Trust account} costs
- or loan losses account) t
1H-FY2006 247 (19.5) 1 5.2
FY2005 ' 30.0] 0.1 . 30.1
1H-FY2005 27§ (13.0)] - 4 145
;
{Non-Consalidated) * {biflions of yen)
' Net provision of Disposal of problem .
. . Disposal of problem Total credit
\ general reserve claims {Banking
: claims {Trust account} costs
I for loan losses account) ]
1H-FY2008 0.8 {12.8) R o 11.9)
FY2005 41 (9.0 - C(49)
1H-FY2005 31 (5.5) - (2.3)
i
B. Outstandihg of Non-Performing Loans )
i {billions of yen)
ll Self assessment )
Bankruptey and virtually | Possibly bankrupt | Below possiblﬁ bankrupt . .
I‘ bankrupt obligors (a) obligors (b) obligors (a)+{b) Need caution obligors | Total (a)+(b)+(c)
Sep. 30, 2006 0.3 8.3 ) 8.6 91.1 99.8
Mar. 31, 2006 0.7 20.7 21.4 97.9 119.3
Sep. 30, 2005 2.3 28.2 L 30.6 159.4 190.1
, Claims under the Financial Revitalization Law
) Substandard claims (d) Total {a)+{b)+(d)
Sep. 30, 2006 17.3 26.0
Mar. 31, 2008 ; 2141 425
Sep. 30, 2005 15.4 46.1
C. Final Disﬂ'osai of Claims and New Claims
Balance of Claims
(full year comparison) ' {billions of yen)
¥ ¥ Claims against ‘
b ' bankrupt and quasi- Doubtful claims (b) Total (a)+{b}
O bankrupt abligors (a) .
Newly added from March 31, 2006 to September 30, 2006 0.8 2.4 3.2
Off balanced from March 31, 2006 to September 30, 2006 (1.3} {14.6) (15.9)
Increase (decrease) from March 31, 2006 to September 30, 2008 (0.4) (12.4) (12.8)
Sep. 30, 2006 0.3 83 8.7
Mar. 31, 2006 ' 0.7 207 214
Sep. 30, 2005 2.4 283 30.7
Note:

* The balance of claims against bankrupt and quasi-bankrupt obligors as of September 30, 2006 includes 0.2 billion yen of claims
not appeanng on the balance sheet as a result of off-balance arrangements.
* The balance of claims against bankrupt and quasi-bankrupt obligors as of March 31, 2006 includes 0.2 billien yen of cla:ms
not appeanng on the balance sheet as a result of off-balance arrangements.
*The balance of claims against bankrupt and quasi-bankrupt obligors as of September 30, 2005 includes 2.2 billion yen of claims
not appearing on the balance sheet as a result of off-balance arrangements.
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D. Details of Arrangements to Remove Claims from the Balance Sheet

It
!

¥

¥
H
|
]

. (billions of yen)

G. Resewe by Discounted Cash Flow Method

Since ﬂscal year 2002, we have established reserves for loan losses using the DCF method to more than 90% of claums
by balance against substandard cbligors and possibly bankrupt obligors. :

|.w
1

14. Distril:ijirtable Surplus for Public Funds

i
1 1

A {(biflions of yen)
i . .Shinsei Bank
Unappropreated retained earnings on Sep. 30, 2006 409.5
Net unreallzed gain on securities available-for-gale, {1.3)
_ |net of taxes on Sep. 30, 2006
Dividends necessary in full year for preferred shares 2.4

injected : ay publrc funds

22

i Securitization |
Disposal by R
) improvement in :
i : Disposal by conditions
! . obligor accompa‘nylng '
~ Disposal by revitalization p obligor ‘

: liquidation {A) (B) : rewtallzallon {C) Total (D) Saleto RCC
1H-FY2006 {0.0) {0.0} L - : - -
FY2005 | . f {¢.1) 12 - . (5.8) -
1H-FY2005 i - 09 . - (0.0) -

- - - ; ; '

. ! K ! (billions of yen)
! E : , Total
Collection & Business (sum of A
Write-off (E) | Other total {F} | repayment {G) | improvement (H) through F).
1H-FY2006 {0.9) {15.09) | (1.9 {14.0) i (15.9)
Fy2005 ' 2.8 (23.7) © (129) (10.7) ' (27.8)
1H-FY2005 » (0.8) (193 . (8.8) (10.4) _(210)
- : _ -
E. Financial Support for Borrowers '

i ! {billions of yen, number}

v Number of

1 ! Amount cases ,cOmpany
Debt for:;lveness | - . -

Bused on private liquidation gurdelme - -
Debt eqmty swap - -
Underwr@g of preferred shares ) - - '
Total E% ' - -
F. Reserve’ Ratio by Obligor £ |

i : As of Sep. 30, | Asof Mar. 31, As of Sep. 30,

£ | 2006 2006 2005
(i) Legally or virtually bankrupt obligors {out ‘
of unsecured portion of claims) 100.00% 100.00% 100.00%

(i} Possibly bankrupt obligors t '
(out of unsecured portion of claims) 73.14% 89.91% 88.55%
(iii} Substandard obligors I '
(out of unsecured portion of claims) 58.42% 51.32% . 61.67%
(v) Caution obligors (except for
substanclard obligors) )
(out of uns'ecured portion of claims) 31.00% 29.99% ‘47 .69%
(out of tetal claims) 14.31% 9.43% ¢ 2.19%
(v} Normal obligors - : .
(out of tc-lal claims) ) ! 0.32% 0.40% 0.43%

I .
(retained eamings except for legal reserve)




{millions of j'/en)

1H-FY2006 .

TH-FY2005

7 Change
a . b . a-b %
Interest on loans and bills 31,725 28,830 2,885 10.0%
Interest and dividends. on sécurit:ies . 20,731 11,823 8,908 75.3%
Other interest income | 6,824 12,051 4773 232.7%
Interest income 59,282 42705 16,577 38.8%
Fees and commissions income 12,010 10,308 1,702 16.5%
Trading profits 9,296 10,252 (956) (9.3)%
Cther business income ] 10,608 16,351 (5,743) (35.1)%
Other Ordinary Income ' 24,199 15,441 8,758 56.7%
Ordinary Income 115,397 §5,058 20,339 21.4%
Interest on deposits,including negatiable . :
certificates of deposit 13,732 8,102 5,630 | 69.5%
Interest on debentures 1,558 2,626 (1,068) , (40.7)%
Interest on other bonoMngs 1,954 3,637 (1,695) (46.6)%
Other interest expenses 14,898 a67 14,043 1.619.7%
Interest expenses 32,144 15,234 16,810 111.0%
Fees and commissions expenses 5774 . 4,766 1,008 21.1%
Trading losses ‘ 224 © 170 54 31.8%
Other business expenses 4,480 "2,408 2,072 86.0%
General and administrative expenses 39,846 36,491 3355 ¢ 9.2%
Other ordinary expenses 6,567 3,093 3,474 112.3%
Ordinary expenses 89,038 62,165 26,873 43.2%
Net ordinary income 26,358 32,892 (6,534) (19.9)%
Speciél gains 12,828 3,075 9,753 317.2%
Speciél losses 378 T 33 345 1,045.5%
Incarn::;e before income taxes 38,808 135,934 2,874 8.0%
Income taxes (current) {1,625) (2,908) 1,283 {44.1)%
Income taxes (deferred) (1,150) (310) (840) 271.0%
Net income 41,584 39,153 2,431 6.2%
| yen/USS e17.01 @132
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’ 4 ;. : *_{millions of yen}
‘ .| sep. 30, 2006 | Mar. 31, 2006 |’ Change
O a .. - b a-b Y
<<Assets>> : : ! ‘ ’ '
Cash and due from banks i 137,83 | 315282| (177443  (56.3)1%
Call loans ! 20,000 ; . 50,000 {30,000) (80.0)%
Co[laterall related to securities bomrowing transactions 2'f,215 33,107 {5,892) (‘; 7.8)%
Other mtjnetary claims purchased 63,778 | 40,233 ‘23.545 58.5%
Trading @isssts‘ ! 393,601 173,315 220,286 | 127.1%
Monetary assets held in trust : 6&8',396 556,448 71,948 1‘2.9%
Securities - . 2,049:,116 1,809,798 239,318 13.2%
Loans ar;d bills discounted ' 4,683‘,764 . 3,961,246 722,518 18.2%
Foreign exchanges 13,908 | . 12,140 - 1,768 ‘ i4.6% ‘
Other assats 238,584 | , 282,669 (44.0?5) (iiS.S)%
Premises and equipment ' o/ 26,701 ’ / /
Tangible fixed assets - 21,337 "/ /
|ntangib|$ fixed assets ! y 13,694 / / S
Deferred issuance expenses for debentures ‘115 177 (62) (35.0)%
Deferredjtax assets 29,537 27,965 1,572 - 5.6%
Custorne:rs‘ liabilities fbr acceptances and guarantees 21'5544 30,885 (9,441) (30.5)%
Reserve;]for credit losses ’ ) (98:492) - (111,421) 12,929 {11.6)%
Total assets ’ 8,243,944 7,208,651 | 1,035,293 14.4%
i yen [ US$ @117.91 @117.47 '
| :_
' )
] . ¢
i ] B
! )
;
! i
=;i |
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B
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- Liabilities and net assets

v

' (millions of yen)
\ Sep. 30,2006 [ Mar. 31, 2006 Change
. . a ' b a-b %
<<Liabilities>> L. '
Deposits, i_ﬁcluding negotiable certificates of deposit 5,014,085 . 4,158,192 855,893 20.6%
Debentures ; 759,501 1,021,419 (261,918) (25.6)%
Call money . ' . 449,988 30,000 419,989 1,400.0%
Collateral related to securities lending transactions 41,467 - 41,407 nrn
Trading liabilities 58,099 128,059 (30,980)| - (24.0)%
Borrowed fnoney ' 320850 | ' 314789 6,061 1.9%
Foreign ex:i_:hangés 2816 . 325 {39) (12.0)%
Corporate bonds . 459,492 v 447,024 12,468 2.8%
Other liabilities | ' _ 328,503 213,567 114,936 53.8%
Accrued employees bonuses 5,379 10,040 (4,661) (46.4)%
Reserve for retirement henefits 16'1 200 (::19) i (19.5)%
Acceptances and guarantees 21,544 30,985 (9,441) 1(30.5)%
Total liabilities 7,499,300 6,355,605 1,143,695 1 18.0%
<<Net ass}ts» ‘ «sit%:'ﬁ:ggfml ' l
Shareholdérs' equity . ! 4 ‘
Capital stock 451,296 451,296 - -
Capital surplus |, . i 18,558 18,558 - -
Additional paid-in capital 18,558 18,558 - -
Relained';eamings 418,150 380,526 37,624 8.9%
Appropr_i:ated for legal reserve 8.56;7 7,777 790 10.2%
Other rei_ained earnings ) 409.58:3 372749 36,834 9.9%
Earned;surplus brought forward 409,5&%3 372,743 3_6.834 9.9%
Treasury:'(stock, at cost i (136,538) (6) (136,532)| 2,275,533.3%
Total shar%holders' aquity . 751.46}"\ / / A
Net unre aleed gain / loss and translation adjustments ;
Net unreélized gain / loss on sequrities} available-for-salé, net of taxes (1.35:7) 2,670 (4,067) (152.3)%
Net det’ef%ed gain / loss an hedge, net of taxes (5.6@7) / /
Total Nét q;;nrealized gain / loss and translation adjustments (7,0é4j v /|
Stock acquisition rights ' 260 / /
Total net assets 744,643 853,046 (108,403) (12.7)%
Total liabilities and net assets 8,243,944 7,208,651 1,035,293 " 14.4%
i - ] USS /yen @117.91 @117.47
! i
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“

Non-consolidated Interim Statement of Changes in Net Assets

L)
For the six months ended Septamber 30, 2006

(millions of yan)

26

B
' Shareholders’ equity i
Capital surplusg Retained earnings
’ ] Cther retained Treasury Total of
i iti i i &atnin i L .
Capital stock Adqmlonal paig- Tatal capital surplus Appropriated for g Total retained | stock, at sharehokders'
in capfal regal reserve Earned surplus sarmings cost aquity
Brought forward
' . ] 1
Balance at beginning of period 451,296 18,558 18,558 7777 372,748 380,526 ' 6) 850,375
Changes in amounts during the period . '
- B
Div dends fram surplus (note) 80| (4.737) (3.947) . (3,947)
Net income ! 41584 41 584 , 41,584
» ! -
Acquisition of freasury stock ' {136,672) (138,672}
- : -
Disoosal of treasury stock . (13) {13) 140 126
Nel change ot iterns ather than .
shareholders’ equty o !
Y .
Total changes during the period - - - 790 36,833 37,623 | (136,532) (98,908)
Balance at end of period 451,286 18,558 18,558 ‘8,567 409 583 418,150 | {135,538} 751,467
B 1
I
" . (mitions of yen)
Net unlialized gainfless and transtation adjustments ’
; Net unreatized Net deferred Total net unfiafized .
{ gainfloss on securibes| gain loss on gain/loss and m“;:;ﬁm“ Total net assets
’ avaitable-for-sale, net| hedge, net of transiation
of taxes taxes adjustments
Ll )
Balance at beginning of period 2,670 - 2,670 - 853,046
N -
Changes in amounts during the period .
"
Div dends from surpius (note) {3,947)
1
Net income ' 41,584
B .
i
Accuistion of treasury stock {136,672)
L
Dis 2033l of treasury stock 126
Net chfmge of items ather than
sharehokders' equity {4,068) (5,687} {8,755} 260 {9,494)
Total changes during the period {4,068) (5,687} (9,755} 260 {108 402)
i
Balance at "end of period {1,397} (5,687) (7,084} 260 744,642




| ! (Reference) APLUS Key Data

Summary of Income Statement ‘

{billions of yen)

for the six months ended

{Consdlidated) . Sep. 30, 2006 Mar. 31, 2()06| Se[f.‘ 30, ?005 Mar. 31, 2005}

Operating Revenue . 57.2 ' 51.7 495 51.0
Credit card shopping (Sogo) 4.2 3.4 3.0 28
Instaltment shopping credit (Kohln) 10.2 . 6.8 6.7 7.3
Credit guarantee 13.8 + 14,6 15.4 15.6
Loan 23.9 213 19.8 206

Consumer loan 23.7 211 19.6 20.4
Cashing by credit card 105 ) 10.3 10.0 0.0

Loan card 11.5 ‘ 95 8.4 00

OCther consutner loan 1.6 1.2 1.1 0.0

Other loan ) 0.1 0.1 0.1 0.1
Financial income - t 1.0 1.0 0.9 1.2
Others 4.0 4.4 3.5 3.2

Operating Expenses 539 435 43.2 44,7

SG&A ’ . 61.3 413 405 ! 38.3
Net provision of allowance for bad debts 17.6 13.0 137 ' 12,7
Others 337 28.2 26.8 25.5

Financial expenses 25 2.2 2.6 6.4

Operating Income 3.4 8.1 6.3 6.3

Ordinary Income . 3.5 . 8.1 6.4 4.6

Net Extraordinary Profit (Loss) {1.4) 1.3) (0.3) 0.0

[Net Income before Tax 21 6.8 6.1 4.6

lNet Income 0.5 8.3 8.0 4.6
'I ‘ ) (billions of yen)
i as of the end of

Summary of Financials and Other Major .

Business Information (Consolidated) Sep. 2006 Mar. 2006 Sep. 2005 . Mar. 2005

Total Assets 1,608.2 1,593.1 1,542.9 1,667.0

| Tetal Liabilities 1,534.2 1,516.1 1,469.4 . 1,602.3

Total Net Assets 74.0 76.9 734 64,7

Total Account Receivables 1,329.1 1.315.0 1,358.3 1,505.3
Total installment receivables 604.7 568.7 541.6 4850

Credit card shopping (Soge) 39.4 369 285 271
Installment shopping credit {Kohin} 296.8 253.8 2436 214.2
Loan 268.2 2777 266.7 240.4
Consumer loan 253.3 2340 2228 196.9
Cashing by credit card 70.0 66.3 645 57.9

Loan card 133.7 131.9 104.0 854

Other consumer loan 49.5 35.7 54.3 535

Other loan 14.9 43.6 438 43.4
Others 0.1 0.1 27 3.2

Credit guarantee receivables 724.3 ‘7463 816.7 1,020.3

Nurr;ber of Mearchants (thousands)' 897 648 634 625

Tetal Ava:]a_ble Cardholders (thousands) 7,359 6,841 6.263 5734

(non-consolidated)

Number of New Card Issuance (thousands

{non-consolidated) o ) 905 891 8a7 834

Loan Receivables Outstanding by Interest Rate Zone .

(non-consclidated) * s y. 204.3 s - -
~15.0% 0.9 Ve v i
~18.0% 32.9 s s /
~20.0% 15.2 s s s
~25.0% 52.7 pd e Vi
~29.2% 102.4 e yd 7
Cashing by credit card 75.7 Vi v v
Loan card 128.5 v /7 ~

Credit Qutstanding Per Account (thousand yen) 371 v e e
Cashing by credit card 242 v rd I
Loan card 541 ' yd pd -

+

IGrey zone related:

This is a total of cashing by credit card / loan card eutstanding (177.2 billien yen, non-consclidated, as of the end of Sep. 2006)
based on managed assets basis, which include securitized receivables and uncollectible estimated amounts, etc.

In the six months ended Sep. 2006, APLUS incurred grey-zene related costs of 2. 3 billion yen for future possible losses on
re|mbursernents of excess interest payments. As of the'end of Sep. 2006, the reserve amount stood at 2.4 billion yen.

n
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| {Reference) Shinki Key Data |

{billions of yen)

3 _ for the six months ended forthe fiscal year ended
(Snl;mn'::?sg:zgzgg;e Statement Sep. 30, 2006 Sep. 3‘0 2oos+F <~ Mar. 31, 20086 Mar. 31, 2905
Operating Income 23.0 = 255 50.5 '50.4
Intérest income ' 12.5 13.6 27.9 284
Intérest on subordinated |nvestor certificate 9.8 ) 11.0 211 122.8
Others 0.6 o 0.7 1.3 v 1.4
Operating Expenses 22.2 i 208 437 ‘421
Financial expenses 0.3 1.0 191 ! ., 32
Other operaling expenses ! 1.4 185 4.7 ,38.9
‘Allowance for bad debls and write offs 12.3 ) 8.9 200 , i 19.6 |
i SRVSTR NN Y R e g
Operating Profit 0.7 ;. . 48 . 6.7 182
Ordinary Profit . 0.8 ’ 49 6.8 . 8.0
Net Extraordinary Profit (Loss) ' {13.3) ; 0.2 0.2 +(0.1)
Net Income before Tax : {12.4) . 51 7.0 , 1.8
Net Income ! {15.4} ! 2.9 4.1 L 45
: 4 * '
, ¢ o (billions of yen)
Ty . as of the end of
Summary of Financials and Other Major . ’ ;
Busmesr:Infonnatlon (non-consolldalted) - Sep. 2006 . Ma‘r: 2006 S'e‘?' 2005 Mar. 2005
Total Assets 171.9 189.7 1955 1801
Total Liabilities 120.1 1211 128.0 114.8
Total Net Assets 51.8 68.5 67.4 :65.3
Loan Receivables Outstanding " 187.5 1994 211.9 211.8
Cofisumer loans 130.0 . 1368 144.8 1423
7|Unsecured loans 129.6 1363 144.2 141.6
* | Secured loans 0.4 0.4 05 0.7
Eiusiness ioans 57.5 : 62.6 67.0 .69.4
 |Loans on deeds 0.4 . 0B 0.9 1.3
i |Noloan business 56.9 61.8 857 67.0
=i, Secured loans 0.0 0.1 0.3 1.0
Number of Branch Offices 5§72 610 568 . 475
\Weighted Average Rate of Loan Interest Rate (%) 27.18 26.60 27.23 27.18
Consumer loans . 27.59 2691 | 2760 27.62
i [Unsecured loans 27.65 26,97 27.67 27.70
t |Secured loans - 1107 IRERL 11.61 1184 |
Business loans : 26.24 2593 26.42 26.29
, Loans on deeds c. 21.29 L21.26 22.21 o 22.25
i, |Noloan business ' 26.30 26.02 2657 | 26.77
1|Secured loans s T 9.68 XE) 7.39 |
Weighted Average Rate of Fundlng Rate (%) .
Durlng the fiscal year : 1.64 ! 1.82 1.96 2.1
5.5 of the end of the fiscal year 168 . 1.63 =1 233

S m Bialé;"nce of loans include ones off-balanoed through securitization program

HGrey zone related:

In tha six months ended Sep. 2006, Shinki (non—consolldated basis) incurred grey-zone related costs of 14 8 billion yen for future
possible losses on reimbursements of excess interest payments. (3.4 billion yen was recorded in operating expenses and
11.4 billion yen was recorded in extraordinary losses.) As of the end of Sep. 2006, the reserve amount stood at 17.2 billion yen.
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. 1-8, UL]‘Ilbal“ﬂlChO 2-cheme. Chiveda-ku, Tokyo 100-8501 Japan
. . ‘ TEL: (+81)>3-3311-5111
‘ : www shinseibank.com

For Immediate Release _
Shinsei Bank, Limited
{Code: 8303, TSE First Section)

Shinsei Bank Announces Executive Assigﬁment Change

Tokyo (Wednesday, Novembe_'r 15, 2008) --- Shinsei Bank, Limited ("Shinsei Bank”} today
announced the following executive assignment change, effective November 15, 2006.

New Position " . Former Position
Norjo Funayama  Statutory Executive Officer, i+ Statutory Executive Officer,

i . GM of Office of Strategy Mahagemen_t . GM of Corporate Strategy Division

e drie Aok

Shinsei Bank is a Japanese financial institution providing a full range of financial products and services to both
institutional and retail customers based on a three piflar business model comprising Instiiutional Banking,
Consumer and Commercial Finance and Retail Banking. The Bank has tolal assets of US$ 88 billionn on a
oonsohdated basis and a network of 28 Shinsei Bank branches in Japan (as of September 2006). Shinsei Bank
demands uncompromising levels of integrity and transparency in ail its activities to earn the trust of customers,
staff and shareholders. The Bank is committed to delivering long-term profit growrh and i mcraasmg value for all its
stakeholders

News and other information about Shinsei Bank are available at http/www.shinseibank.com/english/index.htmi.
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) 1-8. Uchisaiwaicho 2-chome, Chiyvoda-ku, Tokyoe 100-85G1 Japan
; . . TEL: (+81)-3-3311-5111
" wwwshinseibank.com

Shinsei Bank, Lirnited
(Code: 8303, TSE First Section)

Shinsei Bank Announces Organiza;ional Changes

Tokyo (Wednesday, November 15, 2006) --- Shinsei Bank, Limited ( Shinsei Bank™) today announced the
fallowing organizational changes:

1. Organrzatrona1 Changes -

Corporate Strategy Division becomes independent from Corporate Affairs Group and is transformed into the
newly establrshed Office of Strategy Management (“OSM ) reporting drrectly to the President and CEQ. OSM
closely coordinates with each business groups and engages in corporate strategy planning, support and

facrlnahon for all strategy management processes together with oversrght and coordination function for
subsrdrarres and affiliates.
2. Effective Date
Nove:rnber 15, 2006

|

’

; _ -
Shins er Bank is a Japanese financial institution provrdrng a full range of financial products and services to both institutional
and ratan‘ customers based on a three pillar business mode! comprising Institutional Banking, Consumer and Commaercial
Finarce and Retail Bankfng The Bank has total assets of US$ B8 billion on a consofidated basis and a network of 29
Shinsei Bank branches in Japan (as of September 2006). Shinsei Bank demands uncompromising levels of integrity and
rransparency in all its activities to earn the trust of customers, staff and shareholders. The Bank is committed to delivering
long-term profit growth and increasing 'value for all its stakeholders.

i

News and other information about Shinsei Bank is available at hitp.//iwww.shinseibank.com/englisfvindex.htm,
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1-8, lJthbll“ aicho ”-Lhomt. Chiyoda-ku, Tokyo 100-8301 Japan -

For iImmediate Release _ ' | TEL: (+81)-3-5511-3111

i : : . www.shinseibank.com
L ' Shinsei Bank, Limited
' {Code: 8303, TSE First Section)

Issuance of GBP-Denominated Perpetual Subordinated Notes

Tokyb (Friday, November 17, 2066) ---" Shinsei Bank, Lin’iited (“Shinsei Bank”) today
announced plans to issue GBP-denominated step-up callable perpetual subordinated notes
(the “Notes”) outside Japan

The Notes are expected to qualify as Tier |l capital of Shinsei Bank.
. :‘\ ! v

1. Issuer © Shinsei Bank, Limited

2. !Type of security ' . GBP-denominated step-up callable perpetual subordinated notes
3. Issue amount . To be determined

4. i‘Maturl'ty , . Undated and accordingly no final maturity (redeemable at Shinsei

; . Bank’s option in whoté but not in part on any interest payment date
' on or after a certain number of years, subject to the prior approval
i . from the Financial Services Agency of Japan)

5. Eh'erms of issue © To be determined

6. Method of offering : Offering outside Japan and the United States in reliance 6n'
Regulation S under the U.S. Securities Act of 1933 -

1
‘!\

Attentron This document is a press release regarding the above secuntres issuance and not for solicitation
I whether inside or outside Japan.
; This document is nol, and is not intended to be, an offer of securities for sale in the United States.
I The securities have not been registered under the U.S. Securities Act of 1933, as amended (the
! “Securities Act”) and may not be offered or sold in the United States absent registration or an
i exemption from registration under the Securities Act.
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1-8, Uchisaiwaicho 2-chome, Chivoda-ku, Tokvo 100-8501 Japan
- TEL: (+81)-3-3511-5111

i .
- www.shinscibank.com

For}lmmediate Release
| _ Shinsei Bank, Limited
} ' .. (Code: 8303 TSE First Section)

H

Shinsei Bank to Launch a Christmas - New Year Campaign
Tolé'yo (Monday, November 20, 2006) - Shinsei Bank, Limited (“Shinsei Bank”) today announced

that it will run a Christmas and New Year Campaign from Mondaiy, November 20, 2006 to Wednesday,
January 31, 2_007.

The! campaign has two major elements to hoth attract new cusfomers and to reward existing Shinsei
i ; .
customers.

I
v

1) ﬁor New Customers
“Qtameshi {Trial) Yen Time Deposit” Campaign

Peﬁod: From Monday, November 20, 2006 to Wednesday, January 31, 2007
' Eligible customers: New customers who open a PowerFlex account and invest in a short-temrn
: ' yen time-deposit
Handling channel: Shinsei Bank branches
Contents: During the campaign period, new customers who open a Powerflex

;‘ account are offered a special interest rate for yen time deposits of 3
I million yen or more with a term of either 3 or 6 months.

: . 3-month Yen Time Dépbsil 6-month Yen Time Deposit
15%pa. 1.0% p.a.

: Applicable interest rate % p-a °P

ii {1.2% p.a. after tax) . (0.8% p.a. after tax)

,; Minimum deposit amount ‘ 3 million yen deposited at the Bank’s counter

*  After the maturity date, the applicable interest rate will be the rate applicable to ordinary yen
deposits which is quoted at the Bank's counter.
If the deposit amount is less than 3 million yen, the special interest rate will not apply. For such
" deposits, the applicabie interest rates will be the usual interest rates for respective time deposits
i that are quoted at the Bank's counter. ' )

2) I%or New and Existing Customers

» Waku-Waku Christmas and New Year Scratch” Campaign
Fen‘od: ‘ _ From Wednesday, November 222006 to Wednesday, January 31, 2007
Eligible customers: Customers who invest 3 million yen or more in any of the products
specified by Shinsei Bank {e.g. structured deposits, foreign cumrency

deposits, and mutual funds).




Handling channel: Shinsei Bank branches ‘ . .
Contents: During the campaign period, a sc?atch card to win a gift coupon worth
: + either 1,000 yen, 3,000 yen, 5, 000 yen or a grand prize of a travel

- coupon worth 30,000 yen is given to every customer who invests. 3
. million yen or more in products specified by Shinsei Bank (e.g.
structured deposits, foreign currency 'deposits, mutual funds), and
purchased from any Shinsei branch.

*In this cambaign, one scratch card is given to the customer only once.

Shinsei Bank is aiming to bring the reality of a lifestyle abyndant with color to our customers,
through the branding concept “Color your life.” Shinsei Bank continues to strive to develop
products and services which offer value and convenience to our customers.

Fhdddd

Shinsei Bank is a Japanese financial institution providing a full range of financial products and services to both
institutional and retail customers based on a three piflar business model comprising institutional Banking,
Consumer and Commercial Finance and Retail Banking. The Bank has lotal assets of US§ 88 billion on a
consoﬂdated basis and a network of 29 Shinsei Bank branches in Japan {as of September 2006). Shinsei Bank
demands uncompromising levels of integrity and transparency in all its activities to sarn the trust of customers,
staff and shareholders. The Bank is committed to delivering long-term proftt growth and increasing value for all its
stakeholders.

Naws and other information about Shinsei Bank is available at http:/www.shinseibank.com/english/index.html.
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1-8, UChlhal“alC]lO 2-chome, Chiyoda- I\u Tokvo 100 8301 Japan
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f ; www shinseibank.com

For Immediate Release : | | B ' S

. : Lo Shinsei Bank, Limited
: : (Code: 8303, TSE First Section)
. . E N 1

[ . T

Shinsei Bank Announces Organizational Changes

Tokyo (Tuesday, November 21, 2006) --- Shinsei Bank, lelted (“Shlnsel Bank") today announced
the foflowmg organlzatlonal changes:

'

. 1. Organizational Changes | : :

In order to conduct business promotion in- the ‘Corporate Bankmg Business Sub-Group more
effectively, the Priority Business Unit Ill and the Priority Busmess Unlt IV shall be merged and
renamed as the new “Prlorlty Business Unit Il

2. Effective Date ;
NOVPmbeI‘ 21 2008

1;

i

"} . e ki

Shmse.v Bank is a Japanese fmancra! institution providing a full range of financial products and services to both institutional
and retan‘ customers based on a three pillar business model comprising Inst;turronal Banking, Consumer and Commércial
Finance and Retail Bankmg The Bank has total assets of US$ 88 billion on a consolidated basis and a network of 29
Shinsai-Bank branches in Japan (as of September 2006). Shinsei Bank demarnds uncompromising levels of irtegrity and
transparency in all its activities to earn the trust of customers, staff and shareholders. The Bank is comm:tted to del:venng
Iong-rerm profit growth and i mcreasmg value for all its stakeholders,

News and other information about Shinsei Bank is avaifable at http://www.shinseibank.com/english/index.htm.
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For immediate Release

. - SHINSEI BANK. LIMITED

. 1-8, Uchisaiwaicho .’.-'Chome.Chiyoda-ku, Tokyoe 100-8501 Japan
; TEL: (+813-3-5511-5111
www.shinseibank.com

' I i
Company Name: Shinsei Bank, Limited
Name of Representative: Thierry Porté
' .. President and CEO
(Code: 8303, TSE First Section)

[

Terms and Conditions of GBP-Denominated Perpetual Subordinated Notes

‘Tokyo (Thursday, November 30, 2006) --- Shinsei Bank, Limited (“Shinsei Bank”) hereby announces that "

it determined on November 29, 2006, the following tenms and conditions for Shinsei Bank's issue outside
Japan of GBP-denominated step-up callable perpetual subordinated notes.

W=

Issuer

Type of security,

_ Issue amount

Maturity

Injferest rate
Issue pnce
Method of offenng

Closmg date

Shinsei Bank, Limited A _

GBP-denominated slep-up callable perpetual subordinated notes

GBP 400 million . _

Undated and accordingly no final maturity date (redeemable at Shinsei Bank's
option in whole but not in part on any interest payment date on or after 7 years
subject to the prior approval of the Flnanclal Services Agency of Japan)
Fixed rate 5.625% semi-annually until December 2013

Floating rate after December 2013

GBP 996.69 per security (par value GBP 1,000)

Offering outside Japan and the United States in reliance on Regulation S
under the U.S. Securities Act of 1933

December 6, 2006 (scheduled)

Attention: This document is.a press release regarding the above securities issuance and not for solicitation whether
inside or outside Japan.

i This document is not, and is not intended to be, an offer of securities for sale in the United States. The
securities have not been registered under the U.S. Securities Act of 1933, as amended (the “Securities

] Act’) and may not be offered or sold in the United States absent registration or an exemption from

‘ registration under the Securities Act.
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SHINSEI BANK. LIMITED

i 1 8. Ut.!ufsamalcho 2-Chome. Chivodzku, 'lolq.o 100 83501 Japan
TEL: (-*-Sll 3- 3511 5111
www.shinsetbank.com

. |
'”Company Name: Shinsei Bank, Limited:
Name of Representative: Thierry Porté

President and CEO
(Code 8303, TSE First Section)

] .
Terms-and COnditions of GBP-Denominated Perpetual Subordinated Notes

Tokyo {Thursday, November 30, 2006) --- Shinsei Bank Limited (“Shlnsel Bank") hereby announces that _
it determmed on November 29 2006, the following terms and condmons for Shinsei Bank’s issue outside .

Ll e

Is§uer

T§'rp'e of security
Issue amount
Matunty

p

i

;

Interest rate
Issue price

Method of offering
f

':[;C)sing date

[
4
!

it
3

1
R
4
l
o

_Japan of GBP- denommated step—up callable perpetual subordmated notes.

b

Shinsei Bank, Limited

1 i
i

¥

!

GBP-denominated step-up callable perpetual: subordinated notes

GBP 400 million

Undated and accordingly no f nal matunty date (redeemable at Shinsei Banks

option in whole but not in part on any mterest payment date on or after 7 years,

subject_to the prior approval of the Financial Services Agency of Japan)

Floatmg rate after December 2013

Fixed rate 5.625% semi-annually until December 2013 o

'..

GBP 996.69 per secunty {par value GBP 1,000)
Offenng outside Japan and the United States in rellance on Regulation 8§

under the U.S. Securities Act of 1933

T Decembe;ﬁ, 2006 {scheduled)

t

1

B

.

Atfennon This document is a press release regarding the above secunfres rssuance and not for sohcrtat.uon whether

; inside or outside Japan.

) This document is not, and is not intended to be, an offer.of securities for sale in the Umted States. The
i securities have not been registered under the U.S. Securities Act of 1933, as amended (the "Securifies
! Act”) and may not be offered or sold in the United States absent regtstratton or an exemption from

" regisiration under the Securities Act.
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For'lmmediate Release .

1-8, Uc]nsamalcho 2 chomc Chivoda-ku, Tokyo 100- 8501 Japan
TEL: (+81)-3-3511-5111
' . - www shiniseibank com

Shmser Bank to Offer “Shinsei UTI Indla Fund” s
- To offer investment opportunltles for Japanese investors
from the largest mutual fund manager in India -

F
Tokyo (Monday, December 4, 2006) ~ Shinsei Bank Limited: ( Shlnsel Bank”) today announced ]
that effective Monday, December 4, 2006, it would start offerlng an open- -ended lnvestment trust
named Shinsei UTI Indla Fund which will be launched by Shlnsel |nvestment Management Co,
Ltd. (*SIM”), a whoIIy-owned subsidiary of Shinsei Bank. This fund is the first mutual fund based
on a business alliance W|th UTI Asset Management Company Pvt. Ltd (“UTI "), the Iargest mutual
fund manager in India. : :
The initial offering period is Monday, December 4 through Tuesday, December 26, 2006 The
mreptlon date is Wednesday, December 27 2006. Shinsei Bank will continue offering the Fund
from Wednesday, December 27, 2006 ' .

i .
ThIS fund invests malnly in Shinsei UTI India Fund- (Mauntlus) Limited, Class A investment
secuntles (heremafter “The investment fund’), a forelgn investment corporation managed by the
uTl "Group, the largest mutual fund manager in India,.and the Shinsei Short-Term Mother Fund
m.anaged by SIM. The investment fund, which invests mamty in Indlan listed shares, will account
for a larger portion of this fund.

i 4

b , ' ,
In récent years, India maintained remarkable economic gromrth and is one of the countries that
attract the most attention in the world. In particular, the follawing industries will likely lead the’
Indlan economy in the future — the consumption industry, such ‘as mobile phones and automobiles,
WhICh has rapidly expanded given a rising affiuent populatlon the infrastructure industry (such as
eIoctrrc:ty roads, rallways), where growth has accelerated in line with the economic development;

and the IT mdustry that develops globally with highly-skilled hdman resources.

. " _
thh more than a 40-year history, UTI is the largest and oldest mutual fund manager in India (as of
~ the end of September 2006) Unit Trust of Indna its predecessor was established in 1963 as the
t'r*;t mutual fund manager in India. UTI has an establlshed reputatlon in full-scale research, and
Shrnsel Bank belleves that it can provide Japanese customers with highly value-added
investments through the fund. " :
: . :
The:}fund will satisfy the needs of customers who would like to expand their range of investments
. by atifnticipating further econormic growth in India with a medium- and long-term viewpoint.
Shmse| Bank is aiming to bring the reality of a lifestyle abundant W|th color to our customers,’
through the branding concept “Color your life.” Shinsei Bank contlnues to strive to develop
products and services Wh!Ch offer value and convenience to our customers,
A : i
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Shihsei Bank is a Japanese financial institution providing a full range of financial products and services to both
institutional and retafl customers based on a three piflar business. model comprising Institutional Banking,
Consumer and Commercial Finance and Retail Banking. The Bank has total assets of US$ 88 billion on a
consolidated basis and a network of 29 Shinsei Bank branches in Japan (as of September 2006). Shinsei Bank
demands uncompromising levels of integrity and transparency in all its actfwrres fo earn the frust of customers,
staff and shareholders. The Bank is committed to delivering long-term profit growth and increasing value for all its
stakeholders.

Noews and other information about Shinsei Bank is avaifable at hitp:/Avww. shinseibank. com/englishfindex.htmi.




Attachment -

Ou?'tli_ne of “Shinsei UTI India Fund”

Name

~Shinsei UT! India Fund

Asset management
company

- Shinsei Investment Management Co., Ltd. (“SIM")

Prdiddi:t type

Japan domicile / Open-end securities investment trust / Fund of funds

Characteristics

:1. Main substantlal investment targets are listed shares on Indian stock
exchanges. The fund aims at'the growth of trust assets W|th a
medium- and long-term wewpomt‘ :

2 This fund invests mainly in the Mauntlus domiciled Shinsei UT! India

Fund (Mauritius) Limited, Class A investment securities (hereinafter
“The investment fund”), which invests Tmainly in Indian equities, and
the Shinsei Short-Term Mothef Fund, which invests mainly in
Japanese short-term corporate and government bonds and Japanese
money'market instruments. The in’vestrhent fund, which invests mainly
in Indian listed shares, will account for a larger portlon of this fund.

3 The investment fund will be managed by the UTI Group.

4. As a general rule, no foreign exchange hedglng will be undertaken.

Benchmark

N/A

f* In the investment fund, the BSE 100 Index will be used as reference.

Initial offering period

From Monday, December 4, 2006 tolTuesday, December 26, 2006

Fund inception date

‘Wednesday, December 27, 2006 |

S_utjsequent offering

‘Effective Wednesday, December 27, 2006
t

period ‘
Trust period Indefinite
Acc__:ounts '‘As a general rule, December 10: every year (When the accounts

setﬂerﬁent date
:1

settlement date falls on a holiday, it will be changed to the immediately
‘succeeding business day)

Tm:st fee

i
4
bl

g

;1 197% p.a. (1.14% p.a. before tax) on the total net assets ‘

* In addition to the above, a 0.8% p.a. fee for the investment fund and

.other expenses will be incurred.

Shinsei Bank’ s
i
sales channel

‘Branches (Shinsei Financiat Centers ,and selected Shinsei BankSpots),
Interet banking (Shinsei PowerDirect), Call Center (Shinsei PowerCalf)

Shinsei Bank
app"Iication unit

‘At least 10,000 yen and in units of one yen

,ales fee payable
to Shmsel Bank

'3.15% (3.0% before tax)

t

For,details, please refer to the prospectus.

You may find the prospectus at Shinsei Bank branch:

counters and through. the Intermet (Shinsei PowerDirect) in the initial offering period and

thereafter (from Monday, December 4, 2006). | |
i '

i
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| : : "~ Shinsei Bank, Limited
(Code: 8303 TSE First Section)

/ Shinsei Bank Features Images from Mori Art Museum Exhibition
on LED Screen at Omotesando Hills Financial Center

Tokyo (Thursday, December 14, 2006) - Shinsei Bank, Limited (“Shinsei Bank") today
announced that it is showing video footage from the Mori Art Museum s current video art exhibition,
“Bill Viola: Hatsu-Yume (First Dream),” on the outside LED screen of the Omotesando Hills
Financial Center from Tuesday, December 12, 2006 to Monday (Natlonal Holiday), January 8,
2007. . . . i
Shinsei Bank is aiming to bring the reality of a lifestyle abundant with color to our customers,
through the branding concept “Color your life.” The LED screen (1.9 m high x 7.6 m wide) at
Omotesando Hills Financial Center is used to show art works to send out our “Color your life”
meszage.

b
At present “Bifl Vlola Hatsu Yume (Flrst Dream)” is bemg held at the Mori Art Museum in
Roppong| Hills {until Monday (National Holiday), January 8, 2007). To coincide with this exhibition,
a promotlonal video, including a clip from one of the exhibits, Mr. Bill Viola’s video art work “Five
Angels for the Millennium,” is belng shown on the LED screen at Shinsei Bank’s Omotesando Hills
Flnanmal Center.
Mr. ;Bill Viola stayed in Japan for a year and half in 1980-81. This time made a deep impression '
on h|m as he was exposed to Japanese culture, including “Zen” (a school of Buddhism) and “Noh”.
(Japanese traditional drama). “Bill Viola: Hatsu-Yume (First Dream) is an expression of Mr.
Vlola s feelings for Japan its culture and its people :

'\
Outllne of the screening on the 0motesando Hills Financial Center LED Screen
Place: Omotesando Hills, Dojun Wing 3F, 12-10, Jingumae 4-Chome, Shibuya-ku Tokyo
: P(=ribd' Tuesday, December 12, 2006 through Monday (National Holiday), January 8, 2007
Hours 10:00 - 22:00
Contents Images publicizing the exhibition “Bill Viola: Hatsu-Yume (First Dream),” ineluding part of

| Mr. Bill Viola’s work “Five Angels for the Millennium,” are shown on the outside LED screen

: of the Omotesando Hills Financial Center. Images puﬁlicizing the exhibition are about three

| minutes each time.

it
')

Tk

Shmser Bank is a Japanese financial institution providing a full range of financial products and services to both
institutional and retail customers based on a three pillar business modsi comprising Institutional Banking,
Consumer and Commercial -Finance and Retail Banking. The Bank has total assets of UUS§ 88 billion on a
consolidated basis and a network of 29 Shinsei Bank branches in Japan (as of September 2006). Shinsei Bank
demands uncompromising levels of infegrity and transparency in all its activities to earn the trust of customers,
staff.and shareholders. The Bank is commﬂted to delivering long-term proﬂt growth and increasing value for all its
stakeholders.

News and other information about Shmse.l Bank is available at http:/iwww. shinseibank. com/english/index.html,
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* Images publicizing the exhibition of “Bill Viola: Hatsu-Yume (Flrst Dream),”: Supported by: A.R.T.
u

BiII Viola .
Born in New York, 1951. Resides in California. Started making video art in the early 1970s. His
f‘rst video tape work "Wld Horses” was made in 1972. Worked as an assistant to established .
wdeo artists, such as Nam June Paik. First came to Japan in 1976, traveled around Japan in
' 1980 and stayed for 18 months on a cultural exchange fellowship. Did a residency at Sony in
1981 where he made “Hatsu-Yume.” From 1992, he focused on making a series of works on the
subject of life and death. Represented the United States at the Venice Biennale in 1995. In
1997, had a large-scale touring retrospective exhibition, organized by the Whitney Museum of
Arnencan Artin New York. In 2003, the J. Paul Getty Museum in Los Angeles produced a solo
exhlbltnon “The Passions,” which toured intemationally. In 2004, made.a series of work for a
'new production of the opera, “Tristan und Isolde.” '

Mon Art Museum “Bill Vloﬂgtﬂmﬂw
Penod Saturday, October 14, 2006 through Monday {national holiday), January 8, 2007
P!ag:e. Mon Art Museum, Roppong| Hills Mori Tower 53F www.mori.art. museum
- A For inquiries, call the PR Department of the Mori Art_
Museum on 03-6406-6111

“Five Angels for the Millennium”, 'Departing Angel° 2001

Video Sound Installation Photo: Kira Perov
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24-Hour Banking Services throughout the Year-End énd New Year HoI:idéys ‘
: - Shinsei Bank ATMs, Internet Banking, Call Center - - . '

Tokyo (Thursday, December 14, 2008) --- Shinsei Bank, Limited ("Shinsei. Bank") today
announced that its ATM, internet banking and call center services will be available 24-hours-a-day
durlng the entire year-end and New Year holidays as usual for Shinsei’s PowerFlex account
holders

ATN: services will be available for Shinsei's PowerFlex account holders at Shinsei Bank ATMs
installed at branches throughout Japan, Tokyo Metro stations and Keikyu Station Banks. ATM
services include deposits, withdrawals and balance inquiries and are all provided free of charge.
Furthermore the same free-of-charge services are available at 11,869 (as of today) Seven Bank
ATMs\mstalled at Seven-EIeven outlets operating 24 hours throughout the year.

1F .

To rnqpt customer needs to be able to make transactions at any time they want, Shinsei Bank has
been providing 24-hour-a-day 365-day-a-year ATM, internet banking and call center services since
the Iaﬂmch of Shinsei's PowerFlex account in June 2001.

!
Shinsei Bank’s services during the year-end and New Year holidays .
i ‘ Available services Operating hours
| - .

Shi n sei Bank ATMs Withdrawals, deposits, balance inquiries
: , <free of charge >

it ) ’
i Accepting applications (Yen and foreign currency
Internet banking deposits, investment trusts, stocks)

(Shinsei PowerDirect) | Account information, remittances, accepting -
1 . | remittance applications*', etc. 24 hours*’

| Accepting applications (Yen and foreign currency
! deposits, investment trusts, debentures)

CaII Center Account information, remittances, accepting
(Shlnsel PowerCall) | remittance applications*', request for materials, .
various changes to accountholder’s lnformatlon
inquiries, etc,

i
!

1. Remittance applications which are accepted from 14:30 on December 29, 2006 to 24:00 January 3, 2007 will be
processed on January 4, 2007 (the first business day of the New Year).

2 Except for a regular maintenance time of ATMs and Internet banking (Shmsel PowerDiredt).
3.  Please see appendix for further detail about ATM services.

i
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Shinsei Bank is aiming to bring the reality of a lifestyle abundant with color to our customers, through

the branding concept “Color your life.”  Shinsei Bank continues to strive to develop products and
. services which offer value and convenience to our customers.

I
. Aekedekei N l
|
i
' |
Shfnaei Bank is a Japanese financial institution providing a full range’ of financial products and ser'wces to both
instititional and retail customers based on a three pillar business model comprising Institutional Banking, Consumer and
Commercial Finance and Retail Banking. The Bank has total assets of US$ 88 billion on a consolidated basis and a
network of 28 Shinsej Bank branches in Japan (as of September 2006). Shinsei Bank demands uncompromising levels
~ of integrity and transparency in alf its activities to earn the trust of customers, staff and shartavho:’c:'c—;rsT The Bank IS
comrmitted to delivering Iong-term profit growth and increasing vaiue for all its stakeholders,
i

. . |
News and other information abouf Shinsei Bank is available at hitp:/Avww. shinseibank com/english/index. htm!,
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ATM Operating Hours and Fees for PowerFlex Cash Cardholder
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‘Appehdix

ATM

Operating hours

Fees

-Shinsei Bank ATMs installed at

branches

-Other Shmsea Bank ATMs
-Seven Bank ATMs installed at
Seven-Eleven convenience stores

24 ﬁours*

Shinsei Bank ATIVIs installed at

Tokyo Metro Stations

5:00~24:00"

Free

Keikyu Station Bank ATMs installed
at Keihin Kyuko train stations

f

6:00~24:00*

* Please note that ATM operating hours are subject to change dependmg on the operating
i hours of Ihe outlets at which they are installed.
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For Immediate Release ;

t

Shinsei Bank to ProVide Investment Trust Net Asset V?Iue E-mail Alert Service

. . ' . o | :
Tokyo (Tuesday, December 26, 2006) --- Shinsei Bank, Limited (“Shinsei Bank") today a:nnounced

that it will provide an Investment Trust NAV (“Net Asset Value”) Alert Service via Ie—mail for
PowerFlex account holders, effective Wednesday, December 27, 2006. |

| This free-of-charge service will automatically send an alert e-mail, 'informing customers:when the

NAV or Redemption NAV of their domestic investment trust has met levels pre-specified by them.

Customers can receive these alerts at their mobile phone e-mail addresses. This service will
enable customers to manage investment trusts more flexibly and actively, !

4

Investment Trust NAV Alert Service . | *

Seﬁvice Launch Date Wednesday, December 27, 2006 !

4 ® Customer can request up to five NAV or Redemption NAV of domestic
i investment trust.

I * In principle, a NAV verification is conducted by Shinsei on business day.
' ' Whenever the NAV or Redemption NAV reaches the pre-specified alert
i condition (for NAV, the same value or less, for Redemption' INAV, the
same or more), an alert e- mall will be sent to the registered e-mail
: address. : |

L *  Once the alert e-mail is sent, the alert setting will be automatically
P ~ terminated and deleted.

! *  Where NAV or Redemption NAV does not reach a customer specified
! _ rate for six months, the alert settmg will'be invalid and the customer will
be notified via e-mail.

Shinsei Bank is aiming to bring the reality of a lifestyle abundant with color to our customers,
tthfugh the branding concept “Color your life.” Shinsei Bank continues to strive to develop
products and services which offer value and convenience to our customers.

|
I btk e

Shinsei Bank is a Japanese.financial institution providing a full range of financial products and services to both
mstttut.vonal and retail customers based on a three pilfar business mode! comprising Institutional Banking,
Consumer and Commercial Finance and Relail Banking. The Bank has total assets of US$ 88 billion on a
consohdared basis and & nefwork of 29 Shinsei Bank branches in Japan (as of September 2006). Shinsei Bank
demands uncompromising levels of infegrity and transparency in all its aclivities to earn the trust of customers,

* staff and sharehoidsrs. The Bank is committed to delivering long-term profit growth and increasing value for alf its
stakehofders

N‘aws and other information about Shinsei Bank is available at hitp: //www sh.rnserbank com/enghsh/mdex html.
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~ “Image of Investment Trust NAV (“Net Asset Value”) Alert Service — { .
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MW@ [ShinseiBank] Investment Trust NAV Alert |
] L2

Thank you for banking at Shinsei Bank.

The NAV reached the alert condition that you had registered through
PowerDirect.
For details, please reconfirm NAV in the Web site or PowerDirect.

Your registered condition

Fund Name : Kokusai Global Sovereign Open (1M) . ‘ j
Fund Currency : JPY '
NAV/Redemption NAV : NAV C

Target Rate :7810
f'

This NAV alert condition is now disabled. If you would like to be notified
under the same or another condition, please login PowerDirect and set your
condition once again.

*This is a machine generated notification. Please do not reply to this.

Shinsei Bank
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Shinsei Bank, Limited

'(Code: 8303, TSE First Section)

~Shinsei Bank Announces Organizatidnql Changes

' L
i
1

Tokyo (Thursday December 21, 2006) --- Shlnsel Bank, lelted (“Shlnsel Bank") todayi announced
the following orgamzatlonal changes: '

The Healthcare Transactions Division (“HTD”) will be created i |n the Corporate Busmess Solutions
Sub- Group ("CBSSG") by transforming the Healthcare Team i in the Adwsory Sub- Group into the

| C |
: !
1. Organlzatlonal Changes ' - |
CBSSG The HTD will aim to strengthen and expand healthcare businesses through co-workmg

~with dIVISIOI"lS in CBSSG. - - ) o : :
: :" | |
E

2. Effedtive Date Co g
January 4, 2007 ¥ : '

-i'! . . e dede ek

I
!
!
1
‘ |
|

Shfnser ‘Bankisa Japanese financial institution providing a full range of financial products and services to both institutional
and r«=tqfl customers based on a three pillar business model comprising Institutional Banking, Consumer and Commercial
- Finarice and Retail Banking The Bank has total assets of US$ 88 billion on a consolidated basis and a, network of 29
ShinseiiBank branches in Japan (as of September 2006). Shinsef Bank demands uncompromising levels of integrity and
transparency in all its activities to earn the trust of customers, staff and shareho!ders The Bank is committed to delivering
Iong-term profit growth and increasing value for all its stakeholders. ' |

News and other information aboiit Shinsei Barik js available at hitp://www. shinseibank.com/english/index. html
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etter Banki

Business Line Ordinary
Businesﬁ Profit!!

Consolidated Total Equity? and
Total Capital Adequacy Ratio

(EIJlrons of yen) {Billions of yen) %)
o o3 Three Business Pillar Strategy b
Shinsei Bank's focus on strengthening its 900
long-term earnings poWer is reflected in - 600
its consistent growth in ordinary business -~ t\\ .
profit (OBP). First-half fiscal year 2006 OBP A\
82005 92006 otaled ¥62.8 billion. | - " 32005 972005 32006 '"s'f:ooe\\

B Institutional banking
| ] Consumer and cemmercial finance
L} Retail banking

! Total equ-ity‘-- —
—\TotaW capitel adequacy ratio

<

/ F’ i
// )‘\
. Summary of Events A
i
N . 2006 . .ff‘ U !
April Commenced oftering Shinsei PowerDJrecr Nenkin, the flrst Japanese onling annuity
; | developed by Winterthur Swiss Life Lnsurance .
- May Opened Omeotesando Hills Financial Center /
! dune Qpened Nihombashi Financial Center
— Launched non-yen cross currencies transactions via internet bariking / :
Jaly Commenced to increase interest rates on PowerFiex yen.savings deposit for individual ;
5. customers )
Strategic partnershtp with Jih Sun Fmanaal T Commenced to offer Nihon-Jikara Yen Deposit with interest rate linked to N'\kkei k l
Holding CO., Ltd. \\\ - L 225 Index ™ :
b ‘ Commenced resolution of public funds \
Established Macquarle Shinsei Advisory Co., Ltd., a jeint venture in Japan’ W|th '.\
Macquarie Bank, an international investment bank based in Aus}tralla
Made a strategic investment in Jih Sun Financial Holding Co...Ltd., in Taiwan
August  Partially repaid public funds - i
QOctober Launched Power Step Up Yokin, yen time deposit i !
November Partially canceled Shinsei Bank common shares held as tfeasuryétock !

Nihombashi Financial Center

Notes:
(1) On an operating-basis.
(2) Total equity as of September 30, 2006 includes minority interests in subsidiaries of ¥264.6 billion.

>



[ {Billions of yen) g

Efficient Capital for Growth
Underpinning S'nirﬁsei's fundamental
business growith ia a disciplined
approach to managang capital effi-
ciency. As at SeptemberSO 2008,
v the consolldated total capital adequacy
L ratio was 13. 47% Tier | capital ratio

\ "
C‘ was831%. \
Y o "
~ : N - . . f
. [ S i
™ ' /
|1l ~ip N _,\_._‘_M-_‘/ v
- v
j >

Profile (Consclidated) (As of September 30, 2006}

December 1952
¥ 1,771.7 billion
¥ 4,781 4 billion

Establishment l :
Securities i
Loans and Bills D:scoumed -
Total Assets ' ' ° { ¥10,433.6 billion
Deposits, including Negotiable Certificates of Deposn ¥ 4,945.7 billion

Debentures and (orporale Bon/ds R ¥ 1,059.5 billion

Total Equity@ ; P N ¥ 1,010.7 billion
Total Capital Adgquacy Ratio ) . 13.47%
\Tier | Capital Ratio ! | SN ; 8.31%
Number of Emplcyees: k NS .
\Consolidated: | ! RN 5,281
Non-Consohdclted \ v 2,196

Branches {Non-Consolidated) .
Domestic: : 29 Branches, including Head Office; 9 Annexes
Qverseas: I { 1 Branch; 1 Representative Qffice

Fnrward -Looking lStatements ' ) '

of our operatlops and the financial condition of the Bank and its subsidiaries.
subject to certain risks, uncertainties and assumptions. Our forward-looking

i

Notes: N .
(1Y On an operannq-basns i

1
‘uncertainties, and actual results may differ from those in such forward-looking statements as a result of various factors.

12} Total 'equnty as of September 30, 2006 |nc|udes minority interests in subsidiaries of ¥264 .6 billion.

Consolidated Total Revenue! .~ 1
and Non-Interest Income = -~ . _

(%)
< Revenue Dwersmcatmn

fundamental components of the

Shinseiapproach. ShInS‘EI has the

- . }
ability to nimbly enter new marke

972005

B Total revenue

W Norinteres: income these high-quality, value-added

== NorHnterast income as & percentage

of total revenue

of revenue. Non-interest income i

. 62.7% of consolidated tlotal revenue.

~ A

\FIEXIbIth, quallty and mnovanon arg

ts

and provide new services that cus-

tomers want. Proactively developing

products has driven diversification

n

the first half of tiscal year 2006 was

Content;\'*\.. / !

To Our Shareholders, Customers and Employees...
Shinsei Vision and Values
Institutional Bankmg Busmesza Developmg 8 Umque Hvbnd
Banking Modgi ......... B3 oss SO
Consumer and Commercial Finance: Business: Focusing on
Efficiency and Profitability in a Challenging Environment ... ...
Retail Banking Business: Empowaring the Customer..................
Shinsei Gives Back: Contributing to Social :
and Cultural Programs..........ccoovevieeiieeieee e e
Financial Section .. .
Directors and Execunves/Employees
Corporate Information

10

12

e 13
.. B2
. B3

\
This'interim repcn contains slatemenis that consmute forward-looking statements. These statements appear in a number of places in this interim report and
include slatemem regarding our mtent belief or current expectations, and/or the current belief or current expectations of our officers with respect to the resulis

Such statements reflect our current views with respect to future events and are
statements are not a guarantee of future performance and involve rlsks and

r"

i



To Qur Sharehalders, Customers and Employees

To Our Shareholders, Customers and Employees

Thierry Porté, President and CEQ | Junji Sugiyama, Chairman

The current market environment is proving to be particularly challenging for the Japanese financial
services induétry. Reduced expectations regarding interest rate rises and strong competition for loans
in a highly liquid market have kept loan margins tight. Volatility, particularly in the equity and foreign
exchange markets, has dampened financial market activity at both the institutional and retail level.
Regulatory changes, including the current "Gr'éy Zone" interest rate issue, are also having impact
on business performance as weil as the outlook of sectors such as consumer finance.

Shinsei Bank is well positioned to face these challenges, as demonstrated by its results for the
first half of fiscal year 2008, ended September 30, 2006, which have been close to original forecasts
for this period. We have achieved this by mairitaining a strong balance sheet and establishing three
strategic business pillars that cover a wide scope of products, serve a full range of customer seg-
ments and are supported by robust risk management capability, advanced information technology

{IT) and strong corporate governance.

We remain committed to building shareholder value by delivering sustainable long-term profitable
growth based on continued expansion and the development of efficient, diversified and profitable
business lines both organically and through selective acquisitions. We are also committed to
providing clear and timely information to the market on our Bank’s performance and results.

Fiscal Year 2006 Interim Results: Stability in adminisirative expenses increased ¥9.0 billion, to
Earnings through Diversification ¥75.7 hillion, due to increased product and cus-
For the first half of fiscal year 2006, ended tomer support required for further expansion of
September 30, 20086, consolidated total revenue all three business pillars as well as expenses
was ¥138.5 billion, an increase of 6.1% over related to the newly acquired subsidiary,

the first half of fiscal year 2005. General and Zen-Nighi Shinpan Co., Ltd. This resulted in




an increase: in the expense to revenue ratio from
51.1% to 54.7%. :

Higher crebit costs and Grey Zone interest-
related provisibns at APLUS Go., Ltd., and Shinki
Co.. Ltd., wnre partly offset by net credit recoveries
in the Instltutlclmal Banking business. As a result,
consolldat?d n[et income for the first helf of fiscal
year 2006 reached ¥38.8 billion, an increase of 3.1%
compared ;.o the same perod the previo‘us fiscal
year. Exclu;dinfg goodwill and other intangibles
amortization, net of tax benefit, consolidated cash
basis net inc:ome was ¥47.6 billion, compared to
¥50.5 billion fclz‘vr the first half of fiscal year 2005,
reflecting a de”rcline in the amortization of goodwill
and other inta'ﬁ\gibles. Return on equity, on a fully
diluted basis, was 9.7% and return on assets
was 0.8%. . |

Asset quahty |mproved further as Shinsei Bank's
non- performmg claims declined 38.9%, compared
to March 31, 2006, totaling ¥25.9 billion, as of
Septembeg 30, 2006. This represented 0.5% of
total claims outstanding on a non-consolidated basis.
The consolldated capital adeguacy ratio stood at
13.5% and the Tier | capital ratio was 8.3%.

On JuI\I/ 31, 2006, the resolution of Shinsei
Bank publi:c funds commenced as the Jépanese
government converted a portion of its Shinsei pre-
ferred stoclk into common shares, and on August
17, 20086, Shinsei acquired 175.5 million:of these
converied common shares. Al that time we
announced that, although we would continue
10 maintain' strong capital ratios and retain the
financial flexibility to approach the capital markets
to support cur growth plans, we targeted a share
count reduption of at least 5%-6% going forward.
On November 16, 2008, we fulfilled this commit-
ment to ou:r shareholders by canceling 85 million of
these shargs. We have now achieved an aggregate
share cour}t reduction of 6.0%.

Diversified Growth Based on a Three®

Pillar Straltegy

Shinsei Bank continues to expand and develop its
coverage of a broad range of businesses and cus-
tomer segments through its three strateqgic pillars:
Institutional Banking, Consumer and Commercial
Finance and Retail Banking. Institutionall Banking is
focused or;1 offering a growing range of édvanced
and innovative investment and commerg‘ial hanking

" y i - |
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and Commercial Finance prowdes a full range "of
products and services to small and medlum@égd
companies and individual customers. Retail;Banking
continues to grow its individual customerflgase by
providing inncvative products through convenlenth
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distribution channels. ‘

Institutional Banking Business. :
Shinsei Bank has developed a'successful hybrid -
banking model based on ihe functionality of alcom-

mercial bank and the innovativeness of an investy
ment bank. In a highly competitive environment,
we do not seek to grow market share by offering |
a full range of services to all customers. Instead, 4§

we focus on growing an incre?singly'idyal and
profitable target customer bage by providingfsol
tions that meet specific needs and delivericlea
value to our customer. We have contlnuedato'
expand businesses that offer such good growth
potential as wealth management asset manage-
meni and advisory services as well as selective
investrments overs/:eas to complement already well
established core busmesses such as non-recourse
lending, credit trading and sgaéuritizationv

During the period under'review, the Bank
made good progre's§'in real estate finance, corpo-
rate loan portfolio growth and both the domesiic
and international credit trading business. On the
other hand, securitization activities were limited
by oversupply in the market, whi‘le vélatility in the
equity and fixed income markets challenged-the
capital market business. Shlnse| is successfulr\/\\\
leveraging its strong relationships with regional and\ '
local banks and is increasingly focused on devel- -
oping business in the public s'ector. Macquarie
Shinsei Advisory, our joint venture in Japan with
Macquarie Group established in July 2008, is
already identifying interesting opportunities as it
focuses on providing advisory services relating
to the acquisition and management of assets in
infrastructure and related sectors.

Overseas, our non-performing Ioén (NPL)
workout business in Germany is progressing suc-
cessfully and our recent strategic investment in ]
Jih Sun Financiat Holding Co., Ltd., will soon allow ]
Shinsei to leverage its expertfse in risk manage-
ment and IT development as well as.in corporate
and retail banking in Taiwan. ‘




To Qur Sharehalders, Custerners and Employees

Consumer and Commercial Finance Business
The Consumer and Commercial Finance businesé
provides consumer finance, commercial finance
and specialty property finance for both consumers
and small businesses. This business has been built
up through the acquisition of a number of sub-
sidiaries which now form an integral part of the
Shinsei Bank Group, with a dedicated team provid-
ing operational and managerial direction to each
subsidiary to leverage core competencies and
intra-bank synergies.

The first half of fisca! year 2006 has been a chal-
lenging period for the Consumer and Commercial
Finance business. The successiul incorporation of
APLUS and Showa Leasing Co., Ltd., firmly estab-
lished Consumer and Commeicial Finance as
Shinsei Bank’s third strategic business pillar.
However, although Showa Leasing and the specialty
property businesses posted positive resulis during
the period under review, additional provision
requirements following recent regulatory changes
arising from the Grey Zone interest rate issue
have affected the financial performance of our
cansumer finance related subsidiary APLUS and
affiliate Shinki, Nevertheless, we believe that the
skills and experience that Shinsei has acquired in
the consumer and commercial finance markets
should allow the Bank to take advantage of
opportunities that major changes in this sector
may provide in the future.

Retail Banking Business

Shinsei Bank'sretail customer base continues to
grow at a significant rate, reaching over 1.8 million
accounts as of September 30, 2008. The success
of this business will largely depend on how effec-
tively we can devetop a loyal and profitable cus-
tomer base. We aim to achieve this by leveraging
Shinsei Bank’s customer-focused brand, offering
attractive and innovative customer-centric products

December 2006

Thierry Porté
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through convenient and efficient channels, and
providing excellent customer service.

During the period under review, savings, time
and structured deposits continued to grow steadily,
but spread compression on structured deposits
and weak demand for asset management products
tmpacted revenue growth. The Bank continued to
taunch new products such as the Power Step Up
Yokin, an extendable yen time deposit, and the
Emerging Currency Bond Fund, a publicly offered
domestic investment trust that invests in emerg-
ing market fixed income securities. New branches
were opened in Omotesando ana Nihombashi, and
the Bank also expanded its automated teller
machine {ATM} network. In August 2006, Shinsei
Bank was once again ranked Ne. 1in a custorner
satisfaction survey by the Nihon Keizai Shimbun
{Nikkei} and in October 2006 was recognized as
the "Best Retail Bank in Japan" by The Asian
Banker for the second consecutive year and
awarded the “Excellence in Internet Award” for
the Asia—Pacific region by the same publication.

A Different Kind of Bank
Although Japan’s economic recovery appears to
be gathering mementum, financial institutions face
challenging times as competition intensifies, mar-
kets remain volatile and regulatory changes lead
to the need for readjustments. Shinsei Bank is
responding to these challenges by focusing on
maintaining a strong and healthy balance sheet,
applying rigorous but active risk management,
improving operational efficiencies, and expanding
and diversifying revenue streams while striving to
be recognized and appreciated as a different kind
of bank that is committed to generating value for
all its stakeholders.

As always, we wish to thank our shareholders,
cusiomers and employees for their continued
support and guidance.
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Every action at Shinsei Bank is focused on strengthening a corporate culture that values and respects individual efforts
and ideas, and connects people and resources to provide exceptional solutions to our customersf. Speed and agility in
execution are keys to ‘our success—and must be matched by uncempromising integrity in everything we do. In anticipat-
ing and meeting the needs of our customers and stakeholders, we also realize our responsnbllmes for accountability, and
strive for fult transparency through sound appllcatlon of risk management, compliance, control and customer protection
initiatives that lead our industry, i

We continue to work ta ensure that each employee understands the Bank’s vision and values—and is rewarded for
actions that advance our efforts to better serve our customers. As the Bank's vision and values i:ncréasin'giy align
employee actions, we see employees reachiﬁg beyond narrower career concerns 1o embrage broader Bénk and
custamer interests. This clearly leads to more imaginative customer solutions and increasing productivity—accelerating
aur progres:s toward growing sustainable value for our customers, employees and shareholders.

Shinsei Vision and Yalues I ‘



Institutional Banking Business:

Developing a Unique Hybrid Banking Model

The Institutional Banking business has inherited a long history and reputation in the Japanese

market which has resulted in the development of strong and deep relationships with institutional

customers throughout Japan. In recent years, the Bank has |leveraged its expertise in key areas of

investment banking to provide a growing array of innovative solutions to this core constituency as

well as to new customers. As a result, Shinsei Bank is now uniquely positioned in Japan as a hybrid

bank with the functionality of a commercial bank and the innovativeness of an investment bank.

For the first half of fiscal year 2006, Shinsei Bank
continued to realize the henefits of its initiative

to merge the Group's relationship management
teams with its product development and service
teams. This structure has proven its utility over the
pasi years and helped the Bank to more effectively
deliver its expertise in securitization, credit trading,
private equity, leveraged finance, non-recourse

lending and M&A activities.

Loan Origination
Ta ensure profitability and asset quality, Shinsei
Bank continues to price loans based on strict
adherence to the credit standing of customers.
In particular, by fufly utilizing the Bank's advanced
financial technologies and business knowledge,
Shinsei Bank has expanded its financing methods
to include non-recourse lending, project financing
and leveraged lending.

In non-recourse lending, Shinsei Bank launched
a program for fee-based senior care facilities. Also,
by executing loans in cooperation with regional
financial institutions, the Bank plans to expand

the range of potential assets.

Securitization and Credit Trading

Shinsei Bank’s securitization and credit trading
operations are widely acclaimed for their quality
and innovation. The Bank has put significant effort
into these areas and introduced several approach-
es that are unigue to the Japanese banking sector.

Shinsei Bank has become a leader in the
Japanese securitization business by developing
innovative structures and broadening target
assets. The Group's subsidiaries, including Shinsei
Securities Co., Ltd., play crucial roles in this irﬁpop
tant business area as the Bank focuses on building
product offerings in capital markets and expanding
its distribution to respond to demands from
customers and investors.

Shinsei Servicing Company (Shinsei Servicer},
the Bank’'s wholly owned subsidiary, has been

upgraded in its ratings from Standard & Poor’s and

‘Fitch Ratings, and continues to provide high-quality

service in a broad array of areas, ranging from
servicing of non-performing loans to primary, back-
up and special servicing for securitization schemes.
Shinsei Bank intends ta leverage the strong abilities
of these subsidiaries to generate new assignments
not only for its own credit trading and securitiza-
tion projects but also for securitization projects

originating outside the Group.

Asset Management Service

Based con the "Best-in-Class” concept for each
asset/strategy, Shinsei Bank's asset management
business focuses on leveraging the Bank's global
relationships wiih leading European and U.S. asset
management companies, such as Ramius Capital
Group, LLC, BlueBay Asset Management Limited
and Smith Breeden Associates, Inc., to deliver

advanced, unigue investrment products to customers.




J

?
a
!
:

Shinsei tn\;f;estment Management Co., Ltd. (SIM),
& wholly owned investment trust and investment
advisory slubsidiary, has adopted a new husiness
model as a "Manager's Manager.” Through a
rgorous process of identification, analysis and
evaluatlon SIIVI carefully selects investment prod-
ucts from :a W!'[Ide range of glabal and domestic
products t%aseiz[d on customer demand.

[

Corporate Revitalization Business
Shinsei Bank uses hands-on experience and know-
how to proactlvely provide solutions that help
customers strengthen their financial fundamentals
andt fmprove e‘;sset efficiency by restruciuring their '
businesses through such measures as divestitures

i
and acquisitions.

f i
Working \.l-vith Others to Find Solutions
As part of :Shinsei Bank's efforts to expand its
reach in Japan and beyond, the Bank has foermed
alliances V\:n'iih a nurnber of distinguished regional
and globalliinancial institutions.

Shinseli Internationsl Limited was established in
May 2005 znd is geared primarily to the needs of
Japanase customers. Leveraging the Euromarket,
Shinsei Intle-rnational stLructures and arra:nges secu-

ritization and structured financial products, which

)

Institutional Bankmg Busmess Develupmg a Umque Hybnd Banking Mocle\/

T

are Shinsei Bank Group's strengths Shinsei

Internaticnal’s products are d|str|buted through 1>
| =
Shinsei Securities. ‘ \

- i

Shinsei has a lot of experience in dealing with

“

NPLs in its home market in Japan and is le\;rersging
this expentise through partner!ships with global \\ L
leaders such as joint ventures with NORD/LB and Y
WestLB in Germany and Woori F&I Co., Ltd., in
South Korea. : : ‘ J

In July 2008, we made an important strategie ,/\ ‘—i
investment in Jih Sun Financial Holding Co., L;d / |
{Jih Sun), in Taiwan. Throughtthis investment, -

Shinsei has become a major investor and’strategic ‘
partner to Jih Sun, enabling J1h Sunto Iefverage the
knowledge that Shinsei has built since |ts mé(eptlo‘rL . L

These joint ventures and strategic pa;nnersmps \\ h\
are an indicative mode! under which Shinsei N
Bank’s international strategy is tak\ng shape.

In April 2008, the Bank reached an agreement
with Macquarie Bank, an international investment
bank based in Australia, to form a 50/50 joint ven-
ture in Japan and established Macquarie Shinsei
Advisory Co., Ltd., in July. The joint venture will
focus on advisory services re]ating to investment
in the Japanese market which has substantial

amount of public and private infrastructure.

T
[

Rakuten Mortgage Commenced Online Housing Loan Services
Rakuten Mortgage Co., Lid., a joint venture with Rakuten, Inc.,

pegan operauons in October 2006. The Company will initially provide
the Flat; u5 i in aliiani:e with the Government Housing Loan
Corporatlon (GHLC). For increased convenience, customers will be
able to apply online for the loan without having to visit a branch

in persotr. The Company plans to offer innovative housing loan
products and services to meet a variety of customer needs,

*Flat 35: A Iong -term fixed rate mortgage that the Government Housing Loan
I( orporauon {"GHLC"} prevides in alliance with private banks.
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Consumer and Commercial Finance Business: :
Focusing on Efficiency and Profitability in a Challenging Environment

The Consumer and Commercial Finance business serves three markets: consumer finance, commer-

cial finance and specialty property finance for both consumers and small businesses. Shinsei Bank

has been acquiring and integrating into its service lines a number of "non-bank” subsidiaries and

affiliates that provide products and services to these markets. However, this is not just an aggre-

gation of subsidiaries and affiliates, but rather an integral part of the Shinsei Bank Group with

a dedicated team providing operational and managerial direction to each subsidiary. In this way,

the Bank can leverage the same core competencies already proven effective at Shinsei’s retail and

institutional banking businesses.

The first half of fiscal 2006 has been a challenging
_ period for the Consumer and Commercial Finance
_ business. The successful incorperation of APLUS
Co., Ltd., and Showa Leasing Co., Ltd., have firmly
established Consumer and Commercial Finance as
Shinsei Bank's third strategic business pillar.
However, the challenges surrounding the Japanese
consumer finance sector, arising from the recent
Grey Zone debate, highlights the impaortance of
following a clear strategy based on the develop-
ment of efficient business platforms, diversifica-
tion of business and revenue sources and a clear
focus on profitability. The skills and experience
that Shinsei has acquired in the consumer and
commercial finance markets should allow the Bank
to take advaniage of opportunities that major
changes in this sector may provide in the future.

Consumer Finance

Shinsei Bank's consumer finance solutions are
offered through a subsidiary, APLUS, and an affiliate,
Shinki Co., Ltd.

APLUS
APLUS provides installment sales credit, credit
cards, consumer loans and guaraniee/collection
services to individuals through merchant partners.
Fallowing its incorporation into Shinsei Bank,
APLUS has lowered its funding costs through
improved credit ratings and is focusing on improving
operational efficiency and enhancing and diversitying
its revenue base. APLUS is also looking for
opportunities to expand its business through M&As

such as that with Zen-Nichi Shinpan Co., Ltd., head-
quartered in Okayama Prefecture, to enhance its
regional market presence.

instailment Sales Credit:

APLUS provides credit to customers who wish to
make instaflment purchases through a nationwide
network of merchants. APLUS's share of the
installment sales credit market in Japan is approxi-
maiely 10%. Automobile financing is the largest
component of this business and includes tie-ups
with important merchants such as BMW Japan
Finance Corp. To realize operational synergies, in
April 2006 Shinsei Sales Finance Co., Ltd., 3 100%
instaliment sales credit subsidiary of Shinsei Bank,
was fully integrated into APLUS.

Credit Cards:

APLUS also extends credit to consumers through
credit cards. As of September 30, 2006, APLUS
had over 6.6 million credit card customers. APLUS
extends c¢redit mainly through credit cards issued
by APLUS on behalf of partner merchants, such as
The Hanshin Department Store, Ltd,, T CARD &
MARKETING Co., Ltd., a wholly owned subsidiary
of Culture Convenience Club Co., Ltd.—which
runs the TSUTAYA entertainment rental franchise
store chain,

Loan Cards:

APLUS provides unsecured consumer finance
credit through loan cards to its existing customer
base. As of September 30, 2006, APLUS had over
780,000 loan cards cutstanding with a total
balance of ¥130 billion.
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Loean Guarantees:

In additionlto providing financing, APLUS also
extends credijt; in the form of guaraniees, mainly
on installment'sales credit provided by other lenders
1o customer o'f APLUS’s partner merchants. As of
Septembe’r 36 2006, the total balance of such
guarantee:e w&as ¥724 .3 billion.

Billing Settlement Services:

APLUS provfdes billing settlement services ta their

partner merchants, ensuring rapid and low-cost
collection a3 gne of their solutions.

Shinki i :

Shinki, a 36.4% owned equity-method affiliate,
offers unique “No Loan” brend consumer loans to
individuals! and newly introduced Owners' Select
Card to srnall and medium-sized enterprise (SME}
owners, Sninki has focused on enhancing efficiency
through greater centralization of its operations and
closed all nine of its staffed branches by the end of
Septembelr 20086, intending to process the bulk of
its loans via automated application machines and
through the internet.

Commercial Finance '

Shinsei‘s commercial finance business is carried
out by Showa Leasing and Shinsei Business
Finance C?., Ltd.

Showa Leasing

Showa Leasing is a leading general and‘automobile
leasing company with a strong heritage and signifi-
cant customer hase across Japan. Showla Leasing's
sales representatives provide leasing and
installment sales to mainly small to midisized
business customers and various dealer partners.
As of Sep'gember 30, 2006, Showa Leasing had

on its bala:nce sheet total assets of ¥541.7 hillion,
including %30442 billion of leasing assets and
¥161.3 billion of installment payments receivable
ona non-ctensolidated basis. :

Showa Leasing was also able to lower its fund-
ing costs upop joining the Shinsei Bank Group as
its balance sheet was cleared of non-core and
underperf?rming assets, which led to an upgrade
in its credit ratings. Showa Leasing is focused on
expanding its position in the domestic leasing

Consumer and Commercial Finance Business: Fo?:usx’ng on EﬁEenéy and Profitabiliy in a Challenging Environment

. o
market through its strong relationship with thel
Resona Group as well as growmg its rel'atnonshrps
with other business onglnatlon parﬁpers thereby

providing Shinsei Bank with ¢ 8 platform for futuge

acquisitions in this business area

Showa Leasing is alsor focused on :mprovrng
profitability by reducing operatmg expenses and - .
enhancing and diversifying revenue streams ‘-',/
Referral and cross-sales acuvrty wilh other areas’ f
of Shinsei Bank continued to grow E‘urmg the frrst

haif of fiscal 2006. > ~ " \ .
AN §
!

Shinsei Business Frnance a romt venture between

Shinsei Business Finance

Shinsei and Nissin Co., Ltd (currently NIS Group
Co., Ltd.), combines the Bank 5 corporate analysrs
capabilities and Nissin’s extenswe market expen-
ence to create and provide products that meet the
funding needs of the customer eegnf\ent that falls
between those normally servled by banks and
consumer loan providers. To enhance synergies
between the two subsidiaries, a 75% stake of
Shinsei Business Finance was sold to Showa
Leasing on October 2, 2008. \

Shinsei Busingss Finance had ¥10.5 billion

v

in total assets as of September 30, 2006.

Specialty Property Finance

Shinsei Bank is active in specialy property business
4

through two group companies, Shinsai Property

Finance Co., Ltd., and Life Housing Loan Co., Ltd.

Shinsei Property Finance
Shinsei Property Finance provides real estate J
secured loans and other fmance sclutions to real
estate developers, SMEs and individuals. Shinsei
Property Finance had ¥53.1 billion in total assets
as of September 30, 2006.

b
Life Housing Loan provides housing loans to

Lite Housing Loan v
individuals, including employees of SMEs, the self-
employed and foreigners, with satisfactory credit
profiles who otherwise would not qualify for stan-
dard bank loans. Life Housing‘Loan had ¥92.4 billion -
in total assets as of Septemb!er 30, 2008.




Retail Banking Business:
Empowering the Customer

Since the launch in June 2001 of Shinsei Bank's Retail Banking business, thle Bank‘s: retail customer

base has expanded rapidly, reaching over 1.8 million accounts as of September 30, 2006.
Customers have been drawn to Shinsei Bank’s innovative customer-focused valuﬁe proposition

and efficient and convenient delivery channels. The Bank is now widely regarded as a trendsetter

in terms of products and services as well as branch and Internet banking innovation, We are striving

to deepen relationships with our customers by continually working to understand their needs to

deliver the kind of experience that will lead to enhanced customer satisfaction, enduring customer

loyalty and increased customer profitability.

SHARE: Getting Closer to Our Customers CARE: Integrity and Accountability to Respond
Shinsei Bank offers reliable, professional and per- to Customer Needs

sonalized consultation services that customers can For custemers who live outside of the Shinsei

trust. The Bank not only wants to understand its Bank branch network, the Bank cffers an efficient
customers’ individual financial needs but also remote channel network via PowerDirect (internet
share in the development of their financial plans banking) and PowerCall (telephone banking).

tor the future. Shinsei continues to expand its

physical channel network in innovative ways not Online Securities Brokerage Agent Service:

only to improve customer convenience but also Shinsei Bank offers Rakuten Securities’ online

to enable more customers to share and enjoy the brokerage service through the PowerDirect portal,
Shinsei banking experience. allowing customers to trade stocks seamlessly

—— — e ———————— e e -

Comprehensive PowerFlex Account

The greatest advantage of the comprehensive Powerflex account is that customers can manage various
products and services from a single, easily accessible source and conduct transactions any time they wish
by ATM, PowerCall {telephone banking) or PowerDirect linternet] 24 hours a day, seven days a week. Shinsei
Bank customers also greatly appreciate the free ATM and international cash services that allow them to
withdraw funds overseas in local currencies. As of the end of September 2006, the number of accounts

with Shinsei Bank has surpassed 1.8 million, contributing to the PowerFlex account’s robust growth.

PowerSmart Housing Loan Balance of PowerSmart Housing Loans
P, S irel fh ina | . and Number of Customers
'owarSmart, an entirely new type of housing lcan, meets our customers (Bilions of yeri Theusands of customers]
needs with its flexible prepayment and reborrowing {eatures and low inter- 500 .
est rates. Customers can automatically prepay the loan without penalty 400 - 0
from the excess amount over the preset balance in their ordinary deposit 3% 1%
account. They can also reborrow, through ATMSs, up to the original amorti- 200 10
zation schedule, With such unique features, PowerSmart has reached a 100 — 5

total balance of ¥470 bitlion since inception. Most recently, we have signifi- ¢
Y2004 Y2005 32006 872006

I Balance of PowerSmart housing loans
enhance the customer experience. == Number of customers

cantly expanded sales efforts within Shinsei Financial Centers (SFCs) to




;
from PowerDirect and transfer money 1o a

brokeragelzace;ount online.
; H

Cnline Annum/ P{oduct Service:

In a joint venture with' Winterthur Swiss Life
Insurance (‘O;ﬁ' Ltd, the Bank also launched Shinsei
PowerDirect Nenkin, a variable annuity product via
the iniernes, t:he first time such a product has been

o
offered onling. ,

| .
For Customefs' Safet\;r
PowaerYokin i as a new type of yen deposit that
allows cuslomers the flexibility to make with-
drawals in 1he same manner as they do with sav-
ings deposits, but offérs greater security against
fraudulent ATM cash withdrawals, all whilst
earning a Letter interest rate.

From éeptember 2006, Shinsei Bank
decreasecﬁ the defaultlwithdrawal limit for domes-
tic ATMs to ¥500,000 per day te enhance customer
account s?fety. From :October 2008, the Bank also
decreased| the default withdrawal limit for over-
seas ATMs to ¥100,000 per day. Furthermore, we
provide eaisy-to—under‘stand securityA infarmation at
our web site’s “Security Center.” ;

;
IDEA-FULL.: Teamwcérk to Develop and Offer
Innovative, Convenient and Useful Products
and Services
Shinsei Bank has been offering new and innovative

products to the market. |

I
|
|
|
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Power Step Up Yokin: J \ Vi / }
Effective October 2006, Shinsei Bank has t?een
offering Power Step Up Yokin (an-e&ftendable yen’
time deposit with a term’of up 1010 years) The
initial term of Power Step Up Yokm is three years,
Every year after the initial three-year period, Shinsei .
Bank has the option to extend the-term by one

year. |f Shinsei Bank demdes*not to extend the

deposit term, the deposn matures Cancellatlon\ \

[
before maturity is not perrmtted Thls deposwt is \
ideal for customers looking for mlddle o Iong -term

investments. , ‘\‘ _ |

Emerging Currency Bond Fuﬁg {one month):
Effective June 2006, Shinsei Bank has been offer-
ing the Emerging Currency Blond Fuﬁd, the first
publicly-offered, domestic investment trust. Its
main investment targets are emaerging market
fixed-tncome securities which are denominaied in
local currencies. This is the first investment trust

offered 1o retail investors by er

WAKUWAKU: Community to Make Our
Customers’ Lives Colorful

WAKUWAKU ("Exhilarating! ") is a key ingredient
of the " Color your life” concept. As part of the
concept, the bank now offers customers a choice
of 32 color cash cards. Launehed in June 2005,
this example of customer focused innovation was
the winner of a prestigious design award—the first

such award given to a financial institution.

Consecutwe Year
1 .

addmop, Shmser Bank was ranked No. 1 on the attribute of providing “detailed and kind explanation,” once

ol b .
again reflecting the focus that the Bank has on customer service.

No. 1in the lekel Financial lnsmutlons Ranking by Nihon Keizai Shimbun for the Thurd

Shinsei Baﬁk has been ranked No. 1 in customer satisfaction for the third year in a row, based on the
results (nf a Nihon Keizai Shimbun sunvey conducted in August 2008, Shinset Bank was ranked No. 1 by

varlousi: ustomer groups such as those aged 20-50, female customers and those classified as wealthy. In

; (
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| ,
Retail Banking Bl'\xsiness: Empowering the Custormer |
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32 Color Cash Cards

N

s

DN

4

11



Shinsei Gives Back: Contributing to Social and Cultural Programs
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SON Summer National Games
ir_l Kumamoto

Run for the Cure 2006

“ Shinsei Gives Back:

Contributing to Social and Cultural Programs

Shinsei Bank is committed to supporting crganizations and activities that promote social and

cultural progress.

Special Olympics Nippon

Shinsei Bank supports the Special Olympics Nippon
{"SON"}, the Japanese program of the international
sports organization Special Clympics, which
provides year-round sports training and athletic
competition to those with intellectual disabilities.

Thirty-five people from the Bank participated
in the SON Summer National Games in Kumamoto
held in November 2006 as volunteers. Prior to this,
an "Athlete send-off party” for SON Tokyo athletes
competing in the National Games was held at the
head office building of Shinsei Bank in September,
20086.

Shinsei Bank has been expanding community
level activities, such as the Sports Experience
Caravan held in Nagoya, Sendai, Tokushima, and
Kumamoto, with Shinsei employees working in
each of these regions participating as volunteers
in the event.

PlaNet Finance Japan

Since 2005, Shinsei Bar‘wk has supported the launch
and development of PlaNet Finance Japan, a speci-
fied non-profit organization which obtained a certi-
fication from the Tokyo Metropolitan Government
in July 2006. PlaNet Finance Japan's main objective
is o mobilize Japan’s human, technological and
financial resources in support of the global microfi-
nance movemeni. Its activities include awareness
raising and education about microfinance to stake-
holders in Japan and the development and imple-
mentation of microfinance projects in developing
countries with the support of partners from
Japan's public and private sectors. Microfinance,
the provision of smali-scale financial services such
as loans and savings to the poor, has become a
mainstream tool for alleviating poverty, and was
recognized as such with the awarding of the Nobel
Peace Prize in Octaber 2006 td microfinance's
ptoneer, Dr. Muhammad Yunus. Shinsei Bank will

continue to support the growth and development of
PlaNet Finance Japan as it seeks to fulfill its goals.

FIT for Charity Run 2006
In May 2006, the charity walk and run event FIT
for Charity Run 2006 was held around the Imperial
Palace. A total of 98 pecple from Shinsei Bank
participated in this event. This was planned by
foreign-affiliated financial institutions with the pur-
pose of demonstrating the industry’s commitment
to the community in which we five and work.
Funds raised through this event were donated
to different charity organizations.

Shinsei Bank sponsored this event and also
contributed a 100% matching donation for each
Shinsei Bank staff that participated in the event.

Vietnam Exhibition

In Octoher, 2008, the “Vietnam Exhibition—Art of
Ethnic Minority Rituals in the Northern Region,”
hosted by the non-profit organization (NPO) Dong
Song Teday Foundation, was held at the head
office building, where approximately 300 paintings
{owned by Ohio State University) were exhibited
focusing on thé culture of ethnic minorities living
in the northern region of Vietnam.'Shinsei Bank
offered the use of its facilities as part of its social
and cultural contribution activities.

Run for the Cure 2006
A total of 107 people irom the Bank participated in
the charity walk and run event “Run for the Cure
2008,"” which was held in October 2006 tc enhance
breast cancer awareness, research and education.
Approximately 800 people participated in the
event, which was sponsored by the Run for the
Cure Foundation, an organization that funds breast
cancer education and awareness programs

throughout Japan. Shinsei Bank made a matching
donation to the Foundation, equivalent to the total
of Shinsei Bank staff entry fees.
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Financial Highlights
For the Six Manths Fnded September 30, 2006
(A1l figures compared to six manths ended September 30, 2005}

+ Total revenue grew ¥7.9 billion or 6.1% to ¥138.3 billion

» Net income increased 3.1% to ¥38.8 billion; Cash basis net
income was ¥47.6 billion, declined ¥2.9 billion from a year ago
- Cash basis diluted net income per share of ¥23.96
- Expense-revenue ratio of 54.9% as compared to 51.4% a

year ago

» Return on assets of 0.8%; Cash basis return on assets of 1.0%

* Return on equity {fully diluted) of 9.7%; Cash basis return on
equity of 11.9%

e Return on tangible equity of 17.7%

¢ Total capital adequacy ratio of 13.5%

» Naon-performing loans {non-consolidated) decreased ¥20.0
billion to ¥25.9 biltion, representing 0.5% of total claims
outstanding

s interim common dividend of ¥1.66 per share, as compared
to ¥1.48 per share a year ago

Significant Events

Strategic Investment in Jih Sun Financial Holding of Taiwan

On July 21, 2006, Shinsei made a NT$11.3 billion investment in
newly-issued common shares and Tier | qualifying non-cumulative
convertible preferred shares representing a 35.4% fuily-diluted
ownership interest in Jih Sun Financial Holding Co., Ltd., or Jih
Sun. Jih Sun is a Taiwanese financial holding company with sub-
sidiaries offering a full array of banking and brokerage products
and services in Taiwan. We expect our investment and expertise to

help Jih Sun strengthen its capital base and expand its operations.

Jih Sun wiil be reflected in our consolidated statements of income
as an equity-method affiliate commencing in the second half of
the current fiscal year. As of March 31, 2006, Jih Sun had total
consolidated assets of NT$345.7 billion,

Capital Strategy
In 2006, we engaged in a number of transactions to strengthen
our capital ratios in a cost effective matter.

In February 2006, we issued $775.0 million of step-up non-
cumulative perpetual preferred securities (treated as hybrid Tier |
capital) and €1.0 billion of step-up callable suhordinated notes
(treated as lower Tier || capital). The initial dividend on the pre-
ferred securities is 6.418%. The step-up callable subordinated
notes bear interest at a fixed rate of 3.75% for five years. In
March 2006, we issued an additional $700.0 million of non-step-
up non-cumulative perpetual preferred securities. The initial divi-
dend on such non-step-up perpetual preferred securities is 7.16%.

On July 31, 2006, we announced that the Deposit Insurance
Corporation (DIC) had accepted our proposal for the Resolution
and Collection Corperation (RCC) to dispose of its holdings of aur
cammon shares through a market transaction, following our re-
quest to cenvert 300 million shares of our Series 3 Class B pre-
ferred shares into 200,033,338 of our common shares. A revised
conversion price of ¥735.0 was applied effective August 1, 2006
te cur remaining 300 million Series 3 Class B preferred shares. On
August 17, 2006, the RCC disposed of the 200,033,338 common
shares and we purchased 175,466,000 of such shares through
the ToSTNeT-2 facility of the Tokyo Stock Exchange for aggregate
consideraticn of ¥132.1 billien. The remaining balance of the
shares was purchased by third party investors. On November 16,
2006, we cancelled 85 million of the common shares we then
held as treasury stock.

During the six months ended September 30, 2006, we also
repaid approximately ¥ 108.9 billion of cur outstanding upper
Tier 11 subordinated debt and bonds.
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Selected Financial Data (Consolidated)

Shinsei Bank, Limited, and Consolidated Subsidiaries

As of or for the six ;rnonths ended S;eptember 30, 2006 and'2008, and as of or for the fiscal year ended March 31, 2006
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Billions of yen (except per share data and percentages)

} ' Sept. 30, 2006 Sept. 30, 2005 Mar. 31, 2006.
} . (6 manths)’ {6 months) | (1 yean)
Income state:ment data:! F Co i
Net interest income ! r ¥ 517 ¥ 401 ¥ 822
Net fees andlcommissiops 22.2 23.4 | 454
Net trading income 11.2 12.7 2'{.5
Net other busmess income | 53.1 54,0 ¢ 118.0
Total revenue 138.3 130.4 . 2734
General and Iadministra’[‘i\.ve expenses 75.9 67.0 v 136.5
Amortizationfof goodwnll and other intangibles 10.5| 14.6 l 29.4 :
Total generalland admmlstratlve expenses - B6.4 g8l.6 166.0 .
Net credit cqsts{ | - 5.2, 14.5 | 30.1 :
Other gains (lloss[.es) net1 : 0.6: 1.6 [ (3.4 .
Income before |{I1come taxes and mlnorlty interests : 47.2: 35.8 ! 73.7 ¢
Income tax (baqgfnt) ; | :
Current l ! 1.3, 1.7 | 3.7
Deferred ! (1.2) {4.8) {11.4)
Minority interests in net income of subsidiaries 8.2 1.2 ( 5.2
|

Net'income | . !

76.0

Balance shee:t data: |
Trading assets !

¥ 388 ¥ 377 ¥

¥ 4234 ¥ 119.8 ¥ 1935

Securities ‘ 1,771.7 1,678.2 tl 494 .4
Loans and biIIs discounted 4,781.4 3,828.0 4 087.5
Customers’ Ilabllltaes for acceptances and guarantees 789.4 1,002.4 ' 813.4
Reserve for chdlt Iosses (133.8) {155.9) (144.8)
Total assets'! : 10,433.6 9,142.7 '9,405.0
Deposits, including negotlable certificates of deposit 4,945.7 3,964.3 14’071‘7 -
Debentures ' ' 758.8 1,181.7 1,018.9
Trading Ilablllnies I 106.6- 80.0 | 149.9
Borrowed money ‘ 1,213.9 1,166.9 1,205.7
Acceptances}and guarantees 789.4' 1,002.4 ‘ 813.4
Total |IabIlItIE‘ . 9,422.9 8,26l1.6 8,287.8
Minority |nter9sts in sub3|d|ar1es‘2‘ — 60.4 2618
Capital stock: . 451.2 451.2 i 451.2
Total shareholders’ equity — 820.6 | 8553
Total equity!* , 1,010.7. — | —
Total liabilities and eqmty ¥10,433.6 ¥9,142.7 ¥9,405.0
Per share datg (inyen): ' . _
Common eqU|ty‘3’ ¥ 383.20 ¥ 35468 - ¥}380.20
Fully diluted eqmty”""’ : 411.58 404.66 }421.62
Basic net income 27.19 26.33 53.16
Diluted net income . 19.54 18.71 37.75
Capital adeql;mcy data: | 7
Tier | capital 1ratio 8.31% 7.47% | 10.27%
Total capital adequacy ratlo 13.47% 12.16% ] 15.53%
Average balance data: i '
Securities ¥ 1,605.9 ¥1,698.5 ¥1,721-.4
Loans and bills d|sc0unted 4,304.8 3,576.5 3,730.7
Total assets : 9,919.3 8,859.5 8,990.6
Interest- bearmg Iuabmtles 7,219.6 6,192.4 5,418.3
Total |Iab||ltles. 8,855.3 7,997.4 8,011.8
Total-llabllme,, and minority interests in subsidiaries — 8,055.8 8,169.6
Shareholders) equity | ' — 803.6 : 821.0
Total equity |

1,058.2 — L
| i 15
|
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Billions of yen {except perceniages)

Sept. 30, 2006 Sept. 30, 2005 Mar. 31, 2006
(6 manths) {6 months) (1 year)

Other data: _
Return on assets 0.8% 0.8% 0.8%
Return on equity (fully dituted)®. 9.7% 9.4% 9.3%
Ratio of deposits, including negotiable certificates of deposit, to total ||ab|I4t|es 52.5% 48.0% 49.1%
Net interest margin 1.6% 1.9% 1.4%
Expense-revenue ratio®™ 54.9% 51.4% 50.0%
Nen-performing claims, non-consolidated ¥25.9 ¥46.0 ¥42.5
Ratio of non-performing ¢laims to total claims, non-consolidated 0.5% 1.2% 1.0%
Net deferred tax assets ¥16.9 ¥9.2 ¥16.3
Net deferred tax assets as a percentage of Tier | capltal 2.6% 1.8% 2.2%
Notes:

(1) As required by a new accounting standard published by the Accounting Standards Board of Japan (ASBJ) as of September 30, 2006, ¥3.9 billion of deferred
loss on derivatives accounted for under hedge accounting is deducted from total equity. Reclassification of the prier period amount 15 not permitied under
Japanese GAAP.

{2} As required by a new acceunting standard published by the ASBJ, as of September 30, 2006, ¥264.6 billion of mincrity interests in subsidiaries is classified
as equily. Reclassification of the prior period ameunt is not permitted under Japanese GAAP. H .

(3} Stock acquisition rights and minority interests are excluded from equity.

(4) Fully diluted equity per share is calculated by dividing equity at the end of the periods presented by the number of common shares that would have been
outstanding had all securities convertible into or exercisable for common shares been converted or exercised with an applicable conversion or exercise price
within the predetermined range at the end of 1he perfod.

{5) The expense-revenue ratio is calculated by dividing general and administrative expenses for the periods presented by the total revenue for such period.

We recorded amortization of goodwill and other intangibles, net announcements. Our cash basis net income for the six months
of tax benefit, of ¥8.7 billion associated with the acguisitions of ended Sepiember 30, 2006 was ¥47.6 billion, as compared to
consumer and commercial finance companies, in the.six months cash basis net income of ¥50.5 billion for the same period prior
ended September 30, 2006. To provide greater transparency and year. A reconciliation of various earnings measures from our
understanding of our underlying performance, we disclose cash results reported under Japanese GAAP to a cash basis is given
basis net income, which excludes the amortization of goodwill below.

and other intangibles, net of tax benefit, in our earnings

Supplemental Financial Data and Reconciliations to Japanese GAAP Measures
Shinsei Bank, Limited, and Consolidated Subsidiaries

For the first half of fiscal year 2006 ended Sepiember 30, 2006 Billions of yen‘(excep.t per share data and percentages)
Amortization of goodwill and other intangibles

Amortization of intangible assets ¥ 4.2

Associated deferred tax liability (1.7)

Amortization of goodwill 6.2
Total amortization of goodwill and other intangibles, net of tax benefit ¥ 8.7
Reconciliation of net income to cash basis net income

Net income ¥38.8

Amortization of goodwill and other intangibles, net of tax benefit 8.7
Cash basis net income ¥47.6
Reconciliation of basic net income per share to cash hasis basic net income per share .

Basic net income per share ¥27.19

Effect of amortization of goodwill and other intangibles, net of tax benefit 6.35
Cash basis basic net income per share ¥33.55
Reconciliation of fully diluted net income per share to cash basis fully diluted net income per share

Fully diluted net income per share ¥19.54

Effect of amortization of goodwill and other intangibles, net of tax benefit 4.42
Cash basis fully diluted net income per share ¥23.96
Reconciliation of return on assets to cash basis return on assets

Return on assets ' 0.8%

Effect of amortization of goodwill and other intangibles, net of tax benefit 0.2
Cash basis return on assets 1.0%
Reconciliation of return on equity to cash basis return on equity .

Return on equity (fully diluted) 9.7%
Effect of amortization of goodwill and other intangibles, net of tax benefit 2.2
Cash basis return on equity (fully diluted) 11.9%

Reconciliation of return on equity to return on tangible equity .
Return on equity {fully diluted) 9.7%
Effect of goodwill and other intangibles™ 8.0
Return on tangible equity (fully diluted) ) 17.7%

Note:
{1) Net income excludes amortization of goodwill and other intangibles, net of tax benefit. Average equity excludes goodwill and other intangibles, net of

associated deferred tax liability.




ReSults of Operations |

Six-Month Period Ended September 30, 2006 Compared
with Six-Month Period Ended September 30, 2005
Overview } |[
For the six months ended September 30, 20086, total revenue
was ¥138.3 brllrm['r an increase of ¥7.9 billion or 6.1% as
compared to the same period in the previous fiscal year.

Net mterest mcome grew ¥11.6 billion, or 28.9%, to ¥51.7
biltion due partly to an increase in interest-earning assets in all
three strategrc}p:llars Institutional Banking, Consumer and
Commercial Frnance (CCF)and Retail Banking, as well as to an
increase in net' ;reld on interest-earning assets. Non-interest
income, consrstlng of net fees and commissions, net trading
income and net other business income, declined ¥3.6 billion, or
4.0%, to ¥86.6 brllron The primary factor causing a decline in
our non-interest mcome was our equity in the non-consolidated
net loss of Shinsei Bank's equity-method affiliate, Shinki. Shinki
incurred a non'consolidated net loss of ¥15.4 billion, and our
equity in such losls was ¥5.3 billion, net of consolidation adjust-
ments, which |s included m our net other business income.
Shinki's non- consolldated net loss was due primarily to provi-
sions for potentral losses from the reimbursement of excess
interest payments and retated loan losses.

Qur general]dnd admmrstratwe expenses for the six months
ended Septemper 30, 2006 were ¥75.9 billion, an increase of
¥8.9 billion, or 13.3%, as compared to the same period in the
previous fiscal year The increase is due mainly to increased
product and cu<t0mer support required for business expansion in
all three of our,business prllars as well as to addltlona! expenses
related to our newly acqurred consumer frnance company, Zen-
Nichi Shlnpan|

Our net credrt costs were ¥5.2 billion for the six months
ended September 30, 2006 as compared to ¥14.5 billion for
the same penod in the previous fiscal year. The decline in net
credit costs was attributable mainly to net credit recoveries in
Shinsei Bank olf ¥11.9 billion, resulting primarily from improve-
ment in the credrt ratings of several obligors. This was offset in
part by higher credrt provisions in APLUS primarily relating to
delays in portfqlro collectrorrs

| ;
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Our results of operations for the six months ended September
30, 2006 were affected by provisions made by APLUS and
Shinki for future possible losses on reimbursements of excess
interest payments and loan losses in response to the release on
October 13, 2006, by the Japan Institute of Certified Publrc

Accountants {JICPA) of “Audit Guidelines on Consumer Finance

Companies’ Provisions for Possible Losses on Rermbur'sements
of Excess Interest Payments.” These guidelines strpulate that
consumer finance companies make certain provisions as of '
September 30, 2006, for possible losses on relmburselments of
excess interest payments and loan losses related to consumer
finance loans extended at interest rates in excess of the maxi-
mum interest rate prescribed in the Interest Rate Restnctron
Law. In accordance with such guidelines, the amount of such
reserve for APLUS and Shinki was calculated using the average
period to maturity of the affected loans, an estimate of the per-
centage of such loan transactions that will be subject to a future
reimbursement requ’est based on past experience and én esti-
mate of the average ‘amount to be reimbursed based on past
experience. APLUS (|nc|ud|ng Zen-Nichi Shinpan) made an
additional provision and incurred other related costs of ¥2.3 bit-
lion, of which ¥1.5 billion is included in our other galns net,
and ¥0.7 billion is included in net credit costs. Shmkl made
substantial provrsrons and incurred other related costs;as dis- .
cussed above, but since Shinki is not gur consofidated subsrdrary
its provisions affect‘our consolidated income statement only
indirectly, through equity- method accounting.

Qur non- perfurmrng loans (NPL) under the Financial Revital-
ization Law as of September 30, 2006, declined to ¥25 S bil-
lion, a reduction of ¥16.5 billion, or 38.9%, as compared to the
NPL balance at March 31, 2006. The NPL balance now
represents 0.5% of total non-consolidated claims outstandmg

Qur Tier | ratio and fotal capltal adequacy ratio stood at 8.3%
and 13.5% respectively as of September 30, 2006. Our net
deferred tax assets, the difference between deferred tax assets
and deferred tax liabilities, constituted 2.6% of Tier | capital:

17
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Table 1. Interest-Earning Assets and Interest-Bearing Liabilities (Consolidated)

Billions of yen {except percentages)

$ix months ended September 30, 2006 Six months ended September 30, 2005*
Average Average
balance Interest Yield/rate balance Interest Yield/rate
Interest-earning assets:
Loans and bills discounted ¥4,304.8 ¥ 59.2 2.74% ¥3,576.5 ¥50.8 2.83%
Leased assets and installment receivables 838.0 25.5 6.09 781.4 23.6 6.04
Securities 1,605.9 16.8 2.09 1,698.5 83 0.98
Other interest-earning assets*2 672.7 6.8 n.m. 356.8 2.1 n.m.
Total revenue on interest-earning assets ¥7,421.6 ¥108.5 2.92% ¥6,413.3 ¥84.9 2.64%
Interest-bearing liabilities:
Deposits, including negotiable certificates of deposit  ¥4,472.7 ¥ 136 0.61% ¥3,548.5 ¥ 8.0 0.45%
Debentures 871.0 1.5 0.36 1,198.9 2.6 0.44
Subordinated debt 360.9 3.5 1.99 251.6 3.0 241
Borrowed money and corporate bonds 1,127.2 5.3 0.94 967.3 6.5 1.36
Other interest-bearing liabilitiest? 387.5 7.0 n.m. 225.8 0.8 n.m.
Total expense on interest-bearing liabilities ¥7,219.6 ¥ 31.2 0.86% ¥6,192.4 ¥21.2 0.68%
Non-interest-bearing sources of funds:
Non-interest-bearing {assets) liabilities, net ¥ (598.7) — — ¥ (582.7) — —
Total equity® 800.7 — — 803.6 . — —
Total interest-bearing liabilities and
non-interest-bearing sources of funds ¥7,421.6 — — ¥6,413.3 — -
Net interest margin _— — 2.05% — — 1.96%
Impact of non-interest-bearing sources — — 0.02 — —. 0.02
Net revenue on interest-earning assetsfyield
on interest-earning assets — ¥ 77.3 2.08% — ¥ 63.7 1.98%

Reconciliation of total revenue on interest-earning assets to total interest income

Total revenue on interest-earning assets ¥7,421.6 ¥108.5 2.92% ¥6,413.3 ¥ 849 2.64%
Less: Income on leased assets and .
installment receivables 838.0 255 6.09 781.4 236 6.04
Total interest income ¥6,583.5 ¥ 829 2.51% ¥5,631.9 ¥ 61.3 2.17%
Total interest expenses — 31.2 — — 21.2 —
Net interest income —_ ¥ 51.7 — — ¥ 40.1 L —
Notes:

(1) Other interest-earning assets and other interest-bearing liabilities include interest swaps and funding swaps.

(2) Interest earning deposits have been restated, by excluding cash deposits, to be consistent with prior period repomng

(3) Represents a simple average of the balance at the end of the current period and the balance at the end of the previous perlod (excludes minority interests).
(4} Prior period reporting has bean restated to be consistent with current reporting format.
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Table 2. Analysis of Changes in Net Revenue on Inferest-Earning Assets (Consolidated)
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Billions of yen

From the six manths ended Septemblgr 30, 2005
to the six months ended September 30, 2006

I Due to change in'™

\ Volume Rate ! Net change
Increase (dec:n:ase) in interest revenue: o I .
Loans and bills discounted ! ¥10.3 ¥(1.9) ‘ ¥ 84
Leased assets and installment receivables 1.7 - 02 1.9
Securities (0.4) 88 84
Other interest-zarning assets 1.8 2.8 \ 4.7
Total revenue on interest-earning assets | ¥23.5
b ' a ' | '
Increase (dec'reai:'.e) in interest expenses: I
Deposits, including negotiable certificates of deposit ¥ 2.1 ¥ 35 ¥ 5.6,
Debentures | (0.7} (0.3) ' (1.0)
Subordinated; debt . 1.3 (0.7) 0.5,
Borrowed morgeyjand corporate bonds 1.0 {2.3) 1 (1.2)
Other interest-bearing liabilities 0.6 5.5 | 6.1)
Total expense ‘on interest-bearing liabilities L ¥10.0
Net increase in net revenue on interest-earning assets |  ¥135
i
i |
Reconciliatioq of total revenue on interest-earning assets to total interest income }
Total revenueton interest-earning assets ! ¥23.5
Less: Income on leased assets and installment receivables 1.9
Total interest fllcome | ¥21.6
Total interest expenses ' I 10.0
Net increase in net interest income bo¥l1e
|

Note:

(1) The changes in interest income and expense for each category are divided into the portion of change attributable to the variance in volume or rate for that
category. The attribution of the volume variance is czlculated by multiplying the change in volume by the previous year's rate. The attribution of the rate
variance is calculated by multiplying the change in rate by the current year's balance, i

Net Revenue on Interest-Earning Assets

CGur net revenue on interest-earning assets includes net interest
income as wetlids revenue earned on our average balance of
leased assets and installment receivables. We consider income
on leased assets and installment receivables to be a component
of our interest income, but Japanese GAAP does not include
income on Ieasied assets and installment receivables in net inter-
est income, Thus we calculate net interest income excluding
income on leased assets and installment receivables and then
reconcile to net ravenue on interest-earning assets by including
income on Ieas;ed assets and installment receivables, which is
reported in net other business income in our cpnsolidated
statements of ihcome.

Our prlnmpal interest-earning assets include loans and bills
discounted, securltles {other than securities held for trading pur-
poses), consnstmg mamly of Japanese government bonds and
bonds issued by non-Japanese corporations, as well as leased as-
sets and mstallment receivables generated in our CCF business.
Qur principal lnterest bearing liabitities are deposits (including
negotiable cerhhcates of deposit and foreign currency deposits),
debentures, subordmated debt, subsidiaries’ borrowings from
other financial rlnstltutlons and corporate bonds.

Net revenue oninterest-earning assets for the six months
ended Septembor 30, 2006 was ¥77.3 billion, an increase of
¥13.5 billion compared with same period in the prior fiscal year.

Total revenue on interest-earning assets increased by ¥23.5
biltion while total interest expenses increased by ¥10.0 billion.
The net yield on interest-earning assets increased to 2108%, an
increase of 0.10% compared with the same period a year ago.

Based on an attribution analysis which divides revenue and
expense changes into either a variance in the volume o'f assets or
liabilities or a variance in interest rate, the ¥23.5 bllllon increase
in total revenue on interest-earning assets is attnbutable prima-
rily to higher volume of loans and bills discounted andlyleld on
securities. The average consclidated balance for loans and bills
discounted increased to ¥4,304.8 billion for the six months
ended September 30, 2006 from ¥3,576.5 billion for;the same
period in the previous fiscal year. The average yield on,securiiies
increased to 2.09% for the six months ended Septemtjer 30,
2006 from 0.98% for the same period in the prior year.

The ¥10.0 billton increase in total interest expense was
attributable partly to the increased average balances of deposits
and negotiable certificates of deposit (NCD) and suborplnated
debt. The increase in deposits and NCD interest expense was due
partly to an increase in the average balance outstanding to
¥4,472.7 billion for the six months ended September 30 2006
irom ¥3,548.5 billion for the same period in the prev:ous fiscal
year mainly due to growth in both retail and institutional deposits
halances. The increase in the balance of subordinated :debt
outstanding relates to our issuance of €1.0 billion of step-up

sults of Operations
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callable subordinated notes in February 2006. A reduction in the
average interest rate on borrowed money and corporate bends of
0.42% to 0.94% for the six months ended September 30. 2006,
from 1.36% for the same period in the previous fiscal year
reflects our continuing efforts to reduce borrowing costs in
APLUS and Showa Leasing. This reduction was partially offset by
the increase in interest expense arising from the higher average
balance gutstanding. A decline in the average debentures bal-
ance outstanding to ¥871.0 hiliion for the six months ended
September 30, 2006 from ¥1,198.9 billion for the same period
in the previous fiscal year was consistent with our strategy of
increasing retail deposits and reducing maturing debentures that
were issued in a higher interest rate environment.

| Net Trading Income

, The table below shows the principal components of net trading income:

Tabie 3. Net Trading Income

Net Fees and Commissions

Fees and commissions primarily include fees on non-recourse
real estate finance, CCF loans and other financing products,
fees for securities services, and commissions on sales of asset
management products,

Net fees and commissions for the six months ended Septem-
ber 30, 2006 were ¥22.2 billion as compared to ¥23.4 billion
during the same period in the previous fiscal year. The main fac-
tor for the decline of ¥1.2 billion in fees relates to a ¥1.7 billicn
reguction in fees in Shinsei Securities and ¥0.9 billion in lower
fees from APLUS customers. This was partly offset by increased
fees and commissions from business activities in Shinsei Inter-
national and from sales of asset management products to retait
customers.

Billions of yen

Six months ended Six menths ended
September 30, 2006  September 30, 2005

Income from trading securities ¥ 1.2 ¥ 28
income from securities held to hedge trading transactions 3.9 . 1.5
Income from trading-related financial derivatives 6.3 8.4
Other, net _ (0.1) (0.0)

Net trading income ¥11.2 ¥12.7

Net trading income reflects revenues from customer-driven trans-
actions as well as transactions undertaken for our own trading
purposes {that is, transactions seeking to capture gains arising
from short-term changes in market value). In addition to income
from investments in securities, it encompasses income we derive
from providing derivative products, including structured deposits,
to retail and institutional customers.

During the six months ended September 30, 2006, we earned
¥11.2 billion in net trading income, as compared to ¥12.7 bil-
lion during the same period in the prior fiscal year. The decline

Net Other Business Income

in income from trading securities of ¥1.6 billion was attributable
to trading Japanese government bonds and equity derivatives
activities. Income from securities held to hedge trading transac-
tions increased to ¥3.9 billion relating mainly to bond trading
activities. The decline in income from trading-related financial
derivatives resulted mainly from lower option income generated
in connection with interest-linked structured deposits provided to
retail customers by approximately ¥1.8 billion, to ¥4.3 billion,
due to changes in interest rates affecting the profitability of
these products.

The table betow shows the principal components of net other business income:

Table 4. Net Other Business Income

Bitlions of yen

Six months ended Six menths ended
September 30, 2006  September 30, 2005

income on monetary assets held in trust, net ¥ 6.2 ¥ 6.6
Net gain on securities 11.0 35
Net gain on foreign exchanges 6.8 6.1
Net gain on other monetary claims purchased 10.3 7.0
Other business income (losses), net
Losses from derivatives for banking purposes, net {6.1) {1.2
Equity in net (losses) income of affiliates (3.5 2.0
Gain on lease cancellation and other lease income, net 1.2 0.8
Other, net 1.4 5.2
27.5 304
Income on leased assets and installment receivables, net 25.5 23.6
Net other business income ¥53.1 ¥54.0
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Net other busi}1=ss income mainly includes income on leasec
assets and mstallment receivables, net gain on securities and
foreign exchanges net gain on other monetary claims purchased
for trading purposes and income on monetary assets held in
trust. For purpo;es of our analysis of results of operations, we
include income on leased assets and installment receivables in
our discussion,of net revenue on interest-earning assets because
we consider sulch income to be similar in character to our
interest income. ! |

Net other busmess income for the six months ended Septem-
ber 30, 2006 dﬂcreased to ¥53.1 billion as compared with
¥54.0 billion for the same period in the previous fiscal year.
Income on Ieasvd!assets and instaliment receivables, net of
¥25.5 billion prlmarlly includes installment receivables revenue
of ¥13.8 bl|||0r| in APLUS and ¥2.7 billion in Shawa Leasing
and leased assets}revenue of ¥8.9 billion in Showa Leasing.
Excluding such ingome, our net other business income for the
first half of f|scal year 2006 was ¥27.5 billion, a decline of
¥2.8 billion from the same period in the previous fiscal year.

The ¥7.4 blllloh increase in net gain on securities relates to
the securities portfolao held in our capital markets business. This
was partly offset by corresponding equity derivatives included in
losses from derwatlves for banking purposes, net of ¥6.1 hillign,
which dec:lmed| #4!9 billion as compared with the prior period. Net
gains on other monetary claims purchased and'income on mon-
etary assets hellc in trust should be considered together as both of

Total General and Administrative Expenses,

The table below sets forth the principal components of our general and administrative expenses '

Table 5. Total*t:eneral and Administrative Expenses

| |
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these income categories include credit trading and sectjjritization ‘
income. Net gain on monetary claims purchased increased ¥3:2
billien to ¥10.3 billion for the six months ended Septe?nber 30,
2006 consisting primarily of income from credit tradiné and
securitization activities. In the first half of fiscal year 20086, we
completed 22 new credit irading transactions with an a'ggregate
investment of ¥26.4 billion. In addition, during the first half of
the fiscal year, we concluded three new securitization deals with
total issuance amount of ¥2.9 billion. The primary factor causing
a decline in our other business income from equity in net income
of affiliates was our equity in the non-consclidated net loss of our
affiliate Shinki. In the six months ended September 30; 2006,
Shinki incurred a non-consolidated net loss of ¥15.4 billion, com-
pared with non-consolldated net income of ¥2.9 billionifor the
same pericd in the pnor fiscal year, and our equity in such net loss
was ¥5.3 billion, net of consolidation adjustments, for the six
months ended September 30, 2006. Shinki's non-consolidated
net loss was due primarily to related provisions for potelntial losses
and other related costs from the reimbursement of excess mterest
payments and related loan losses.
!

Total Revenue
As a result of the above, our total revenue for the six months
ended September 30 2006 amounted to ¥138.3 bl|||0n an
increase of ¥7.9 bl|||0n or 6.1%, compared with the same
period in the prewogs fiscal year,

N

|
Rillions of yen

. Six months ended Si): months ended
. ! . September 30, 2006  September 30, 2005

Personnel exppnses - ¥32.1 | ¥28.8
Premises expgnses | 8.4 | '9.9
Technology and data processing expenses . 10.0 | 8.1
Advertising expenses . 5.5 | 4,1
Consumption'and property taxes : 3.8 | 3.9
Deposit insurance premium 1.4 1.1
Other general and administrative expenses 14.4 10.7
General and administrative expenses 75.9 67.0
Amortization of goodwill and other intangibles 10.5 14.6
Total general and administrative expenses ¥86.4 | ¥8l16
!
From the fiscal vear which commenced on April 1, 2006, amorti- subsidiary of APLUS. Personnel expenses increased in our insti-

zation of goodnlnll and other intangibles are recorded in total
general and admmlstratlve expenses.

General and administrative expenses {excluding amortization
of goodwil! and other intangibles) for the six months ended Sep-
tember 30, 2090 were ¥75.9 billion, an increase of ¥8.9 billion
as compared tol the same period in the prior year. The increase
was largely duel 10 increased customer and product support
required for business expansion in all of ocur business piilars
as well as to addltlonal expenses related to our newly acquired
consumer fmance company, Zen-Nichi Shinpan.

Personnel expenses increased by ¥3.2 billion to ¥32.1 bil-
lion, ¥1.2 blllll}l] of which related to APLUS, reflecting mainly
expenses associated with Zen-Nichi Shinpan, a newly acquired

tutienal banking due largely to business expansion. ThF reduc-
tion in premises expenses of ¥1.4 billion to ¥8.4 billion during
the first half of fiscal year 2006 was associated with APLUS.

Technology and data processing expenses mcreased by ¥1.8
billion to ¥10.0 billmn ¥1.5 billion of which was due to
APLUS's technology'and data processing expenses, mcludmg
new technology initiatives.

Advertising expenses were ¥5.5 billion for the first half of
fiscal year 2006, an-increase of ¥1.4 billion compared to the
same peried in the prewous fiscal year, reflecting an |ncrease
in APLUS's advertnsmg expenses largely associated with the
issuance of new credit cards.
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Other general and administrative expenses, consisting of
outsourcing and temporary staff expenses, professional fees.
printing and stationery expenses, increased ¥3.6 billion com-
pared to the same period in the previous fiscal year, due largely
to an increase of ¥3.0 billion attributable to APLUS. The remain-
der of the increase mainly pertained to outsourcing, printing and
stationery expenses to support information technology and busi-
ness growth in retail banking.

The acquisition of majority stakes in APLUS, Showa L easing
and other consumer and commercial finance (CCF) companies

Net Credit Costs

resulted in the creation of goodwill and other intangibles in previ-
ous periods. The amaortization of goodwill and other intangibles
declined ¥4.1 billion to ¥10.5 billion for the six months ended
September 30, 2006 compared with the same period in the pre-
vious fiscal year largely due to the absence of accelerated good-
will amortization related to the benefit of net operating loss
carryforwards. This includes amortization of goodwill and other
intangibles related to APLUS (including its subsidiary Zen-Nichi
Shinpan) and Showa Leasing in the amounts of ¥8.7 billion and
¥1.7 billion, respectively.

The following table sets forth our net credit costs on a consolidated basis for the six months ended September 30, 2006 and 2005:

Table 6. Net Credit Costs

Billions ot yen

Six months ended Six months ended
September 30, 2006 September 30, 2005
Losses on write-off of loans ¥ 04 ¥16

Net provision (reversal) of reserve for loan losses: '
Net provision of general reserve for loan losses 247 27.6
Net reversal of specific reserve for loan losses (20.7) (17.3)
Net reversal of reserve for foan losses to restructuring countries 0.0 0.0
Subtotal 4.0 10.2
Net provision of specific reserve for other credit losses 0.0 1.1
Other credit costs relating to leasing business 0.7 1.5
Net credit costs ¥ 5.2 ¥14.5

The principal components of net credit costs are provisions or
reversals of reserves. ”

Our net credit costs were ¥5.2 billion for the six months
ended September 30, 2006, as compared to ¥14.5 billion for
the same period in the previous fiscal year. The decline in net
credit costs was attributable mainly to net credit recoveries in
Shinsei Bank of ¥11.9 billion, resulting primarily from an
improvement in the credit ratings of several obligors. This was
offset in part by higher credit provisions in APLUS primarily
relating to delays in portfolio collections.

Other Gains, Net

Other gains, net were ¥0.6 billion for the six months ended
September 30, 2006, as compared to ¥1.6 billion for the same
period in the previous fiscal year. Other gains, net in the first half
of fiscal year 2006 included, among other things, a net payment
of ¥0.5 billion from the DIC on account of an indemnity under
the Share Purchase Agreement, among other parties, between
Shinsei and the DIC.

Income before Income Taxes and Minority Interests

As a result of the foregoing, income before income taxes and
minority interests totaled ¥47.2 billion for the six months ended
September 30, 2006, an ¥11.4 billion, or 32.0%, increase as
compared to the same period in the prior fiscal year.

Income Tax (Benefit)
For the six months ended September 30, 2006, we recorded
¥1.3 billion in current income tax, ¥0.3 billion lower than for
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the same period in the previous year. We also recorded a deferred
income tax benefit of ¥1.2 billion. This reflects, among other
things, the tax benefit related to the amortization of fair value
adjustments to net assets and cther intangibles amounting to
¥1.7 billion.

Minority Interests in Net Income of Subsidiaries

For the six months ended September 30, 2006, minority
interests in net income of subsidiaries increased to ¥8.2 billion
from ¥1.2 billion for the same period in the previous fiscal year
reflecting primarily dividends paid on perpetual preferred
securities issued by two finance subsidiaries in February

and March 2006 and minority interests relating to APLUS’s
preferred shareholders.

Net Income

Qur net income for the six months ended September 30, 2006
amounted to ¥38.8 billion, an increase of ¥1.1 billien, or 3.1%,
compared with the same period in the previous fiscal year. We
report both Japanese GAAP net income and cash basis net
income in order to provide greater transparency and understand-
ing of our underlying performance. For the six months ended
September 30, 2006, consolidated cash basis net income was
¥47.6 billion, as compared to ¥50.5 billion a year ago. Cash
basis net income is defined as Japanese GAAP net income
adjusted to exclude the amortization of goedwill and cther intan-
gibles, net of tax benefit, attributable to our consumer and
commercial finance companies.




Reconcrllatron from Reported Basis Results to Operating-

Basis Results

In addition to ‘analyzrng our results of operations in the format

used for our fmancral statements, which we refer to as the
“reported- basrls our management also reviews our results on an

“operating—ba?is" to assess each of our business lines and to

measure our results against targeted goals. Operating-basis

Management's Discussion and Analysis of Financial |(:u:mdition and Results of Operations
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‘ | |
principally for the amortization of goodwill and other intangibles,
amortization of net actuarial losses, lump-sum payments, and
certain revenue items. The operating-basis results are in
conformity with Japanese GAAP at the net income level.

The following summary table provides a reconciliation between.
our results on a reported and operating basis. !

results are calculated by reclassifying the reported-basis results

b . . . .
Tahie 7. Rec?nc_iﬁauon from Reported-Basis Results to Operating-Basis Resufts (Consolidated)

Billions of yen

Six months ended September 30, 2006

Six months ended September 30, 2005 |

| Ret[))nrjed- S Operating- Reported- | oOperating-
: as/s eclassifications basis | basis Reclassifications basis !
Revenue: | X | !
Net interest income ¥ 51.7 ¥ — ¥ 517 ¥ 40.1 ¥ — | ¥ 40.1]
Non-interest incomeY 86.6 0.1 86.8 90.3 0.1 90.41
Total revenue ' 138.3 0.1 1385 130.4 0.1{ 1305
General arjd administrative expenses? 75.9 (0.2) 75.7 67.0 (0.3} 666
Amortization of goodwill and other intangibles® 10.5 (10.5) — 14.6 (14.6) -
Total general and administrative expenses 86.4 (10.7) 75.7 816 (15.0/  66.6
Net business; profit/Ordinary business profit® 51.9 10.8 62.8 48.7 151, 638
Net credit co%ts 5.2 — 5.2 14.5 —4§ 145
Amortization of goodwill and other intangibles® — 10.5 10.5 —_ 1461 146
Other gains, nati!*2 0.6 (0.3} 0.2 1.6 (0.4)]l 1.2
Income befor;e income taxes and i |
minority int?rests 47.2 —_ 47.2 358 — ! 358
Income tax (benefit) and minerity interests 8.4 — 8.4 (1.8) — | (1.8)
Net income | \ ¥ 38.8 ¥ — ¥ 388 ¥ 37.7 ¥ — | ¥ 377

Notes: \ .

{ |

(1) Reclassifications consist principally of adjustments relating to other business income between other gam's net and nen-interest income.
(2} Reclassifications consist prlncrpally of adjustments relating to lump-sum compensation and amortization of net actuarra\ gains or losses from general and

administrative expenses to other gains, net,

{3) Reclassification presents amortization of goodwill and other intangibles as a separate expense category after net r:red\t costs, rather than as a component

of peneral and administrative expenses.

{4) Ordinary business profit is derived after reclassn‘y\ng certain items from net business profit,

Business erws Results ;

We continue to expand and develop our coverage of a hroad
range of busrne,ses and customer segments through our three
strategic prllars Institutional Banking, Consumer and Commer-
cial Finance and Retail Banking. Institutional Banking is focused
on offering a g‘ruwrng range of advanced and innovative invest-
ment and comimercial banking services to institutional custom-
ers. CCF provides a full range of products and services to small
and medium-sized companies and individual customers. Retail
Banking continues to grow its individual customer base by

I '
o !
o |

providing innovativé products through convenient distribution
channels.

Our three strategic busmess lines, Institutional Bankrng CCF
and Retail Banking, cover a broad range of busrnesses and
customer segments which provide us with diversified rlevenues
Management moniters the performance of these busrness lines
on an operating basis. The business line discussion below covers
the operating-basis ordinary business profit {loss) after net credit
costs (recoveries) of the three business lines and a fourth
category of ALM/Corporate/Other.
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Table 8. Operating-Basis Ordinary Business Profit after Net Credit Costs (Recoveries) by Business Line (Consolidated¥"

Billions of yen
For the six months ended September 30, 2006
Consumer and ALMS
Institutional Commercial Retail Corporatef
Banking Finance Banking Other? Total
Net interest income ¥16.6 ¥23.2 ¥ 8.7 ¥31 ¥ 51.7
Non-interest income 386 37.4 10.8 (0.1) 86.8
Total revenue 55.2 60.7 19.5 2.9 138.5
General and administrative expenses 21.% 35.0 19.4 (0.7) 75.7
Ordinary business profit 333 25.7 0.1 3.6 62.8
Net credit (recoveries) costs {17.2) 20.1 0.0 2.1 5.2
Ordinary business profit after net credit costs {recoveries) ¥50.5 ¥ 55 ¥ 00 ¥14 ¥ 575
Billions of yen
For the six months ended September 30, 2005
| Consumer and ALMW/
Institutional Commercial Retail Corporate/
Banking Finance Banking Otheri2! Totat

Net interest income ¥ 16.9 ¥17.8 ¥ 84 ¥(3.1) ¥ 40.1
Non-interest income 35.9 39.8 13.0 1.5 90.4
b7.6 21.5 {1.5) 130.5
General and administrative expenses 19.8 29.8 17.5 (0.5) 66.6
Ordinary business profit {loss) 33.0 27.8 4.0 (1.0} 63.8
Net credit (recoveries) costs (2.4) 16.5 0.2 0.2 14.5
Ordinary business profit {loss) after net credit costs (recoveries) ¥35.4 ¥11.2 ¥ 37 ¥(1.2) ¥ 49.2

Notes:

(1) Certain prior period amounts have been reclassified to conform to the current period presentation.
{2) ALM/CorparatefOther largely includes results of corparate treasury activities, income from proprietary investments, and corporate level expenses

Institutional Banking -
QOur business model seeks to diversify sources of income. In par-
ticular, we have developed investment banking businesses that
generate higher margin project-risk lending as well as fees, com-
missiong, capital gains and other types of non-interest income to
compiement the interest income we earn from corporate-risk
lending. These businesses include:
" = specialty financing, such as acquisition and non-recourse
financing;
» structured irading, including credit trading and
securitization of numerous asset classes; and
. = corporate advisory services relating to corporate revitaliza-,
tion and mergers and acquisitions.

Many of these businesses are relatively new to the Japanese
banking industry and have been dominated by foreign investment
banks, but we believe they have the potential to grow signifi-
cantly. We also commit a part of cur own capital to proprietary
investing and trading activities as market opportunities arise.

We have developed a successful hybrid banking business

Total revenue 52.8
|
|
|
|
|
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model based on the functionality of a commercial bank and the
innovativeness of an investment bank. In the first half of fiscal
year 2006, the Institutional Banking business earned revenue of
¥55.2 billion, 4.5% or ¥2.3 billion higher than the same period
a year ago. The business made good progress in growing the loan
portfolio in non-recourse real estate finance and corporate loans.
Market liquidity and our know-how and experience in the
distressed-debt market provided domestic and international
business opportunities in the credit trading business. Securi-
tization activities were limited by oversupply in the market while
volatility in the equity and {ixed income markets chalienged the
capital market business. General and adminisirative expenses for
the period increased ¥2.1 billion to ¥21.9 billion, relating to
expansion of the business. Net credit recoveries for the period of
¥17.2 billion are mainly attributable to an improvement in the
credit ratings of several obligors. As a result, ordinary business
profit after credit recoveries totaled ¥50.5 billion, a ¥15.0 bil-
lien increase over the same period in the previous fiscal year.




Table 8. Institutional Banking Revenue by Product
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' ! Billions of yen t

s ' Six months ended Six months'ended
September 30, 2006 September 30; 2005

Institutional Banking:

Lo l i

I
Corporatefloans ! : ¥10.6 ¥ 8.¢5
Credit trading : i f 10.2 5.9
Non- recod:se real estate finance : P 8.6 11.2
Forelgn e)l« hange derivatives, equity-related ’ 7.0 9.4
Principal |nvestments ; 6.6 - 4.3
Other capiliall markets : 4.4 1.1
Securitization ! 3.7 ‘8.1
Others | 1 ! 3.7 3.9
Tota) revenue ! ' '. P ¥55.2 |  ¥52.8

The‘lnstitutional Banking business delivered 'strong results in
corporate loans, credit trading activities and non-recourse real
estate flnance‘ Corporate loans increased by 8.8%, or ¥251.4
biliion, to reaclh over ¥3.1 trillion at September 30, 2006, as,
compared with March 31, 2006. Revenues from corporate oans
increased to ¥10 6 billion for the six months ended September
30, 2006, an lncrease of ¥1.9 billion, or 22. 7% compared to
the same perlod in the previous fiscal year, We completed 22
new credit tradrng transactions with an aggregate investment
amount of ¥26 4 billion in the first half of frscal year 2006, and
this business edrned revenue of ¥10.2 brllron an increase of
¥4.3 billien from the same period in the last fiscal year. Non-
recourse real ectate finance business concluded 73 new transac-
tions generatlngr total revenue af ¥8.6 billion in the first half of
this fiscal year i

In the securltrzatlon business, we closed three new transac-
tions in the flrsT half of fiscal year 2006 wrth’a total issuance
amount of approxlmately ¥2.9 billion. In the f|r5t half of fiscal
year 2006, revenue generated from securitization business
declined from ¥8.1 billion to ¥3.7 billion, reflectmg mainly
oversupply in the market. : ,
Consumer and Commercial Finance '
The Consumer'and Commercial Finance business provides cen-
sumer finance! commercial finance and specialty property
finance for both consumers and small businesses. This business
has been built! up-through the acquisition of a number of subsid-
iaries which now form an integral part of the Shinsei Bank Group
with a dedlcated team providing operational and managerial
direétion to each 5ubsrd|ary to leverage core competenmes and

T ]

intra-bank synergleé The busmess generated total revenue of ,
¥60.7 billion in the first six months of fiscal year 2006 Thisis *
¥3.0 billion higher than a year ago. General and adm|n|strat|ve
expenses increased ¥5.1 biltion, partly due to expenses relatmg
to Zen-Nichi Shinpan, a newly acquired subsidiary of APLUS

The first half of flscal year 2006 has been a ehallenglng ,
period for our Consumer and Commercial Finance business, '
Though Showa Leasmg and the specialty property businesses
posted good results’ durlng the period under review, the addi-
tional provisions reqmred foIIowmg recent regulatory develop
ments related to thé “grey zone” interest rate issue have affected
the financial performance of our subsidiary APLUS and affiliate i
Shinki. In the six months ended September 30, 2006 Shinki
incurred a non- consolldated net loss of ¥15.4 billion, compared r
with non-consclidated net income of ¥2.9 billion for the same
period in the prior frscal yeEar and our equity in such net loss was
¥5.3 billion, net of consohdatlon adjustments. Shinki's non- :
consolidated net loss was due primarily to related provisions for .
potential losses and other related costs from the rermbursement '
of excess interest payments and related loan losses. AIPLUS
{including Zen- N|ch| Shlnpan) made an additional provrsron and
incurred related costs of ¥2.3 billion, of which ¥1.5 brII|on Is
included in our other gains, net, and ¥0.7 billion is |nc|uded
in net credit costs. !+ | '

Net credit costs durmg the first half of fiscal year 2006 i 4
increased ¥3.6 b|II|on to ¥20.1 billion partly due to grey zone
related costs and delays in portiolio collections in APL'US As
a result, ordinary business profit after credit costs was ¥5.5
billion; ¥5.7 billion' lower than the same period a yeerrI ago. i
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Table 10. Consumer and Commercial Finance Ordinary Business Profit (Loss) after Net Credit Costs by Subsidiary™

Billions of yen
Six months ended September 30, 2006

Consumer and

Showa Other Commercial
APLUS Leasing Subsidiaries Finance

Consumer and Commercial Finance:

Total revenue® ¥48,2 ¥13.4 ¥(0.9) ¥60.7

General and administrative expenses® 27.0 53 2.6 35.0
Ordinary business profit {loss) 21.1 8.0 (3.5} 25.7

Net credit costs 17.5 1.4 1.2 20.1
Ordinary business profit (loss) after net credit costs ¥ 35 ¥ 6.6 ¥4.7) ¥ 5.5

Billions of yen

Six months ended September 30, 2005

Consumer and

Showa Other Commercial
APLUS Leasing Subsidiaries Finance

Consumer and Commercial Finance:

Total revenue® ¥40.4 ¥12.1 ¥ 5.0 ¥ 57.6

General and administrative expenses® 21.1 5.3 3.3 29.8
Ordinary business profit 19.2 6.7 1.7 27.8

Net credit costs 13.7 2.3 0.4 16.5
Ordinary business profit after net credit costs ¥ 55 ¥ 44 ¥1.2 ¥11.2

Notes:
(1) Net of consolidation adjustments, if applicable.

(2) Total revenue of other subsidiaries includes net profit {loss) of Shinki, an affiliate.

(3) General and administrative expenses of other subsidiaries include unallocated Consumer and Commercial Finance sub-group expenses.

For the six months ended September 30, 2006, APLUS recorded
total revenue of ¥48.2 billion on a consolidated basis from its
installment shopping credit, credit cards businesses and loan
guarantees. This represents 79% of total CCF business revenue.
Showa Leasing is our commercial finance platferm and provides
general and auto leasing, lending and other financing solutions
to small and medium-size companies and automobile dealer-
ships. Showa Leasing recorded revenue of ¥13.4 billion, or 22%
of total CCF revenue, in the first half of fiscal year 2006. Other
subsidiaries’ ordinary business loss after net credit costs for the
six months ended September 30, 2006 of ¥4.7 billion largely
reflects our equity in the non-consolidated net loss of Shinsei
Bank's equity method affiliate Shinki, amounting to ¥5.3 billion,
net of consolidation adjustments.

Retail Banking

Qur retail customer base continues to grow at a significant rate,
reaching over 1.8 million accounts as of the end of September
2006, We continue to launch new products such as the Power
Step-up Yokin. an extendable yen time deposit, and the Emerg-
ing Currency Bond Fund, a publicly-offered domestic investment

trust that invests in emerging market fixed-income securities.
New branches have been opened in Omotesando and Nihombashi
and the Bank has also expanded its ATM network.

During the first half of fiscal year 2006, deposits continued
to grow steadily, however, slower growth in structured deposits
volume and fower upfront fees impacted revenue growth. In.the
first half of fiscal year 2006, the business generated revenue of
¥19.5 billion; ¥1.9 billion lower than the same period last year.
The increase in general and administrative expenses of ¥1.9 bil-
lion to ¥19.4 billion relates to the full-period impact of retail
banking facilities established in the prior year, increased invest-
ments in new technology systems and higher customer-driven
transaction activities. Ordinary business profit after net credit
costs for the period was nil as compared to ¥3.7 billion a year ago.

tn August 20086, our Retail Banking business was once again
ranked No. 1 in a custemer satisfaction survey for three consecu-
tive years by the Nihon Keizai Shimbun and in October 2006,
the business was recognized as the “Best Retail Bank in Japan”
by The Asian Banker for the second consecutive year and
awarded the "Excellence in Internet Award” for the Asia-Pacific
region by the same publication.
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Billions of yen

Six months ended er months ended
September 30, 2006 Seplember 30, 2005

Retail Bankihg:

Deposit a]rld debentures non-interest income ¥ 6.9 I ¥ 9.8

Deposits .:-Imd debentures net interest income 6.9 ‘ 6.8

Asset management ' 3.8 | 3.2

Loans _ ! : 1.8 [ 1.5
Total revenué ‘ i . ¥19.5 |
I

| \

Deposits and debentures non-interest income mainly includes
income on structured deposits and commissions on foreign
axchange tran%actrons This is partly offset by fees we incur in
connection with ATMs and funds transfers. In the first six months
of this fiscal y_ear,‘. retail deposits, including high net worth cus-
tomers, increased-9.1% with total deposits balance of over ¥3.3
trillion as of September 30, 2006. In the first half of fiscat year
2006, we recorded revenue of ¥6.9 billion from deposits and
debentures non-interest income, as compared to ¥9.8 billion
during the same period in the previous fiscal year, mainly reflect-
ing a decline i |n option income generated in connection with
structured dep|osnts

Deposits and debentures net interest income relates to the
internal |nterest spread we credit to our Retail Banking business
on customer deposrts and debentures. Deposits and debentures
net interest income increased 0.3% to ¥6.9 billion in the six

Financial Condition
Total Assets | “

Total leans and bills discounted balance |ncreased to ¥4,781.4
billion at September 30, 2006, as compared to ¥4,087.5 billion
at March 31, 2006. In the six months ended 'September 30,
2006, we achieved loan growth in all three business pillars.
Corporate Ioan;s increased 8.8% to ¥3,103.2 billion, non-
recourse real estate finance loans increased 44.3% to ¥665.8
billion, loans t'o retail customers, including lending to high net

!
Table 12. Diversification by Funding Type (Consolidated)

. ¥21.5

months ended September 30 2006 as a result of growth in retarl
deposits. Fees from asset management products mcreased
17.6% to ¥3.8 brIIron for the six months ended September 30,
2006 compared to the same period in the previous frscal year.
Total housing loans to retail customers grew 9.4%, or ¥42 6 bil-
lion, to ¥497.2 billion in the first six months of this frscal year,
This resulted in Retail Banking recording ¥1.8 billion'in revenue
from housing loans and other lending products durlng the first
half of fiscal year 2006. i

ALM/Corporate/Other

ALM, Corporate and Other primarily includes results of corporate
treasury activities, inter-company eliminations, and corporate
level activities. In the first six months of this fiscal year ordinary
business profit after net credit costs was ¥1.4 billion.|

' I
- I

worth individuals, grew 11.1% to ¥548.6 billion and loans to
consumer and commercial finance customers increased 11. 5%
to ¥416.1 billion.

Total Liabilities . |
Total deposits, including negotiable certificates of deposit,
increased ¥873.9 billion, or 21.5%, to ¥4,945.7 billion at
September 30, 2006, compared with March 31, 2006.

}

f
I

Billions of yen |

As of September 30,  As of March 31, As of March 31, As of March 31,

1 20086 © 2006 2005 | 2004
Retail deposits™ ¥3,387.3 ¥3,103.4 ¥2,300.4 ¥1,591.5
Retail debentj'ures 405.8 . 435.3 559.3 645.2
Institutional funding 19114 '1,551.8 1,835.7 1,855.6
Collateralized loan obligation

1

185.0 . 255.0 255.0 255.2

MNote:
(1} Includes wealth management customers’ deposits

I
The retail depocrt balance grew ¥283.8 bl”l{]n or 9:1%, at September 30, 2006 as compared to March 31, 2006 and now exceeds ¥3.3
trillion. As a result retail fundrng represented 66.5% of total customer deposits and debentures at September 30, 2006.
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Management's Discussion and Analysis of Financial Condition and Results of Operations

Total Equity
Total equity as of September 30, 2006 stood at ¥1,010.7 billion

and includes minority interests in subsidiaries of ¥264.6 billion.

Non-Consolidated Interim Financial Information

We disclose non-consolidated financial information of Shinsei in
addition to our consolidated financial statements. As a recipient
of public funds, we are required by the Financial Services Agency
(FSA) to update and report on Shinsei's achievement of non-
consolidated performance targets set forth in its revitalization
plan on a quarterly basis, and publicly disclose that information
semiannually. Shinsei’s plan was initially prepared by the Long
Term Credit Bank (LTCB) upon its emergence from nationaliza-
ticn and we have subsequently updated the plan in August
2001, August 2003 and August 2005.

Shinsei accounts for a substantial portion of our consolidated
financial condition and results of operations. For the six months
ended September 30, 2006, Shinsei accounted for 107% of our
consolidated net income and 79% of our consclidated assets.
While we believe that our subsidiaries will account for an
increasingly greater portion of cur consolidated assets and results
of operations in the future, particularly as the result of the acqui-
sitions of APLUS and Showa Leasing, our financial condition and
results of operations currently continue to reflect predominantly
those of Shinsei.

Asset Quality and Disposal of Problem Loans of Shinsei

At September 30, 2006, approximately 40.0% of our consali-
dated problem loans as disclosed in accordance with the guide-
lines of the Japanese Bankers' Association were held by Shinsei
and the rest were held mainly by APLUS. This discussion of

our asset quality presents information of Shinsei on a non-
consclidated basis unless specified otherwise. In particular,
problem claims as defined in the Financial Revitalization Law are
only disclosed on a non-censolidated basis, and therefore do not
include problem loans held by APLUS. For a discussien of the
problem claims of APLUS and Showa Leasing see “—Asset
Quality of APLUS and Showa Leasing.”

We classify our obligors and assess our asset quality based on
our self-assessment manual developed in accordance with
guidelines published by the FSA. We generally perform our self-
assessment guarterly and at least semiannuatly. The self-
assessment process involves classifying obligors based on their
financial condition and then categorizing claims against obligors
in crder of collection risk. Based on these classifications we
establish reserves and disclose our problem loans and other
claims using criteria specified in the Financial Revitalization
Law. We also disclose our problem loans under a format devised
by the Japanese Bankers Association for the disclosure of risk-
monitored loans.

' Table 13. Claims Classified under the Financial Revitalization Law (Non-Consolidated)

Billions of yen (except percentages)
As of September 30, As of September 30, As of March 31,

2006 2005 2006
Claims against bankrupt and quasi-bankrupt obiigors ¥ 0.3 ¥ 2.3 ¥ 0.7
Doubtful claims 8.3 © 28.2 20.7
Substandard claims 17.2 15.4 21.0

Total claims disclosed under the Financial Revitalization Law®! 25.9 46.0 42.5
Normal claims and claims against caution obligors excluding substandard claims 4,780.5 3,920.9 4.086.4

Total claims . ¥4,806.4 ¥3,967.0 ¥4,129.0
Ratio of total claims disclosed under the Financial Revitalization Law to total claims 0.5% 1.2% 1.0%
Note:

(1) Includes loans and bills discounted, customers’ liabilities for acceptances and guarantees and other exposure to or in respect of bankrupt and quasi-bankrupt
obligers and doubtful claims, as well as loans and bills discounted classified as substandard claims.

Coverage Ratios

As of September 30, 2006 Shinsei's non-consolidated coverage
ratios for claims classified under the Financial Revitalization
Law, which for each category of claims is the total of collateral
pledged against claims, guarantees for claims and reserve for
loan losses, measured against total claims, were 100.0% for
claims against bankrupt and gquasi-bankrupt obligors, 82.9%

28

for doubtful claims and 71.8% for substandard claims. For all
claims classified under the Law, the coverage ratio was 75.7%,
a decrease from 77.4% as of March 31, 2006 as a result of the
upgrading of certain claims with high coverage ratios and the
increase of claims disclesed with low coverage ratios.
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Table 14. Cav:=rage Ratfos for Non—Performmg Claims Disclosed under the Financial Rewtahza rmn Law (Non- Consohdated)

} ) i BIHlDHS of yen fexcept percentages) '
} ; ' Amounts of coverage [
t ; T, Cilateral | |
1 Amount Reserve far and Coverage
| . ‘; of claims loan losses < guarantees Total ! ratio
As of Septemﬁer 30, 2006: } T | e
Claims agamst bankrupt and quasi-bankrupt obllgcrs ¥ 03 ¥ — { o ¥ 03 ¥ 03 i 100.0%
Doubtful clalm‘, i 83 38 3.0 6.9 i 82.9
Substandard claims ' 17.2 73 ¢} 5.0 12.4 71.8
= . ; |
Total | | ¥ 259 ¥11.2 ¥ B4 ¥ 19.6 75.7
As of September 30 2005: ; ¢ | o
Claims agalnst bankrupt and quasi-bankrupt obligors ¥ 23 ¥ — f ¥ 2.3 ¥ 23 100.0%
Doubtful claims - | 28.2 215 L - 490 25.5 90.4
Substandard clairms , 15.4 55 | . .58 11.3 _'/'3.6I
Total | | L ¥ 46.0 ¥27.0 | ¥12.2 ¥ 39.2 85.3
- - y ]
As of March 31, 2006: : ; v
Claims agamst hankrupt and quasi-bankrupt obllgors ¥ 0.7 ¥ — ¥ 0.7 ¥ 0.7 100.0%
Doubtful cla|rr|1‘ ] < 20.7 177 L 1.0 18.7 90.5
Substandard clalms ' 21.0 7.7 f - 57 13.4 3. 8
Total | ‘ ¥ 42,5 ¥25.4 ! y 7.4 ¥ 32,9 77.4
- T — - [
Disposal of Pil'(:blem Clajms - l .
Shinsei uses a variety of methods for removmg problem loans from its balance sheets, |nc|ud|ng sales, and collections. '
The followmv table sets forth a breakdown of disposals of substandard claims, doubtful clalms ar.d claims against bankrupt and quasiAi
bankrupt obligors cn a non-consolidated basis: .
i * . 1
1 :
Table 15. Reduction of Problem Claims as FDisc!qsed under the Financial Revitalization Law (Non-Consolidated) _
; R : Billions of yen ;
X Six months ended Six months ended Fiscal year ended

September 30, 2006 September 30, 2005 March 31, 2006

Write-off/forgiveness | ¥ 0.1 ¥3.9 ! ¥1.5
Sale Ty = . 0.2 3.8
Credit improvement/Collections, net ' o 1163 1.5 3.9
~ Total ! . | z¥1ei.5 ¥5.7 | ¥9.2

I ’ ! | '
In the six months ended September 30, 2006, Shinsei reduced non- perferming claims by ¥16.5 billion. Of the total decline, 99.0% or

¥16.3 billion was primarily attributable to |mpr0vement in the credit of obligors. i

. L. f !
Reserve for Credit Losses

The following table sets forth a breakdown of our total reserve for credit losses on a non-consglidatec basis as of the dates indicated: |

Table 16. Reserve for Credit Losses (Non-c.‘;onsoﬁdated) T

Billions of yén (except percentages}

! . . As of September 30,  As of March 311

! , 2006 2006

General reservéz for loan losses i ¥ 61.0 ¥ 60.2

Specific reserve for loan losses : . 4.1 17.9

Reserve for loans to restructuring countries ' L f 0.0 i 0.0

Subtotal of|reserve for loan losses ' ‘ : R 65.2 ! 781

Specific reserve for other credit losses ! | ) 33.2 ‘ 332

Total reserve for credit losses ! L ¥ 984 f¥ 1114

Total claims™ | - : L ¥4,806.4 | ¥4,129.0
Ratio of total reserve for loan losses to total claims - 1.4% 9%
Ratio of total reserves for credit losses to totai claims ’ 2.0% I 2. 7,%

the i i i

}
(1) Total claims include foans and bills discounted, foreign exchange claims, securities lent, accrued interest income and suspense payments in otheir assets, as -

well as customers’ liabilities for acceptances and guarantees.

: | o

i ’ B
' o
l | | ,, P
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Risk-Monitored Loans 2
Consolidated risk-monitored loans decreased by 24.2% during the six months ended September 30, 2006 to ¥63.8 billion. This was
mairly due to a ¥16.9 billion decrease in non-accrual delinquent loans as of September 30, 2006,

The following tables set forth information concerning our consolidated and non-consolidated risk-monitored loans as of the dates
indicated:

Table 17. Risk-Monitored Loans (Consolidated)
Billions of yen (except percentages)
As of September 30, As of March 31,

2006
Loans and bills discounted ¥4,781.4 ¥4 087.5
Loans to bankrupt obligors (A} ¥ 2.0 ¥ 1.8
Nan-accrual delinquent loans {B) 19.4 36.3
Total loans (A}+(B) ¥ 214 ¥ 382
Ratio to total loans and bills discounted (%) 0.4% 0.9%
Loans past due for three months or more (C) ¥ 4.1 ¥ 3.1
Restructured loans (D) 38.2 . 42.8
Total risk-monitored loans (A)+(B)+(C)+(D) ) ¥ 63.8 ¥ 84.1
Ratio to total loans and bills discounted (%) 1.3% 2.1%

Reserve for credit losses ¥ 1338 ¥ 1448

Table 18. Risk-Monitored Loans (Non-Consolidated)
Billions of yen (except perceniages)
As of September 30, As of March 31,

2006 2006
Loans and bills discounted ¥4,683.7 ¥3,961.2
Loans to bankrupt obligors (A) ¥ 0.2 ¥ 0.5
Noen-accrual delinguent loans (B) 8.1 20.4
Total loans (A)+(B}) ¥ 8.3 ¥ 21.0
Ratio to total loans and bills discounted (%) ) 0.2% 0.5%
Loans past due for three months ar more (C) ¥ 0.0 ¥ 0.0
Restructured loans (D) 17.2 21.0
Total risk-monitored loans {A}+(B}+{C)+(D} ¥ 25.6 ¥ 421
Ratio to total loans and bills discounted (%) 0.5% 1.1%
Reserve for credit losses _ ¥ 984 ¥ 111.4

Asset Quality of APLUS and Showa Leasing

APLUS and Showa Leasing classify their cbligors and assess their asset quality on a semi-annual basis based on the self-assessment
manual developed in accordance with guidelines published by the FSA. APLUS and Showa Leasing’s assessment, where applicable,
include, among other things, an assessment of credit extended to credit card customers as well as lease obligors, unsecured personal
loans and customer guarantees.

The following tables set forth information concerning conselidated risk-moenitored loans and risk-monitored instatiment receivables held
by Shinsei, APLUS, Showa Leasing and other subsidiaries as of the dates indicated:

Table 19. Risk-Monitored Loans Breakdown for Large Entities (Consolidated)

Billions of yen

Other

Shinsei APLUS Subsidiaries Total
As of September 30, 2006:
Loans to bankrupt cbiigors ¥ 0.2 ¥y — ¥ 1.8 ¥ 20
Non-accrual delinquent loans 8.1 4.6 6.5 19.4
Loans past due for three months or more 0.0 3.9 0.1 4.1
Restructured loans 17.2 20.4 0.5 38.2
Total ‘ ¥25.6 ¥29.0 ¥ 9.1 ¥63.8
As of March 31, 2006:
Loans to bankrupt obligors ¥ 0.5 ¥ — ¥ 1.3 ¥ 1.8
Non-accrual delinquent loans 20.4 4.4 11.4 36.3
Loans past due for three months or more : 0.0 2.9 0.1 3.1
Restructured loans 21.0 21.2 04 42.8
Total ¥42.1 ¥28.7 ¥13.3 ¥84.1
Note:

{1) Showa Leasing has no such loans.
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Table 20. Risk-Menitored Instaliment Receivables {Consolidated)"”
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: Billions of yen
i | Showa Other )
} APLUS 1 Leasing Subsidiaries Total
As of September 30, 2006: : , Y oo
Credits to bankrupt obligors i ¥ 0.0 V¥ 1.2 ¥ — ¥ 1:2
Non-accrual cehnquent credits ' 2.7 ., 08 —_ 3.5
Credits past due for three months or more 2.0 ! 0.0 — 2. 0
Restructured. credits | | 13.7 I 0:2 —I 13.9
Total [ ¥18.5 ¥ 23 ¥y — ¥20.8
As of March 31, 2006: )
Credits to ba'nkrupt obligors ¥ — ¥ 1.2 ¥ 0.0 ¥ 1.3
Non-accrual lc;ellnquent credits | 2.0 olg 0.7 3.6
Credits past due for three months or more 0.9 }. O!O 0.3 '1.3
Restructured zredits . 155 i . 04 0.2 16.2
Total | 3 ‘ ¥185 ¥ 2.5 ¥ 1.5 | ¥225
Note: i ' v ; | T

(1) Shinsei has ne such installment receivables. ;
: t

Capital Ratlos

.
£
$
+

ratio, or the ratro of Tier | capital to risk assets, stood at 8.3% as of September 30, 2006. The decline in the capital ratios at September
30, 2006 marnly reflect the purchase of our own 175,466,000 common shares on August 17 20046 previously held by the RCC The \
amount of ourlrret deferred taxes, or the difference between cur deferred tax assets and our deferred tax liabilities, was 2.6% of our Tier |

capital as of September 30, 2006.

Table 21. Consolidated Capital Ratios

I
v
1
|

P
'
'
t

1
I
Cur total caprtal adequacy ratic as of September 30, 2006 was 13.5%, compared with 15. 5% as of March 31, 2006. Our Tier I caprtal |
)
|
|

Billions of yen (except percentages} ,

As of September 30,

As of March 31,

2006 | 2006
Basic ttems (Trer ) ‘ N o
Capital stocr ! 0 ¥ 451.2 ¥ 451.2,4
Minority mterests in consolidated subsidiaries ' o 183.6 183.8
Treasury st?( K | o ; (126.5) (0. 0)'
Goodwill and other intangibles : : ' (283.2) (294.8)'
Total Tier | (A) ! X  646.8 | 7381,
Supplementary items {Tier 11): ‘ C 5
General resierve for loan losses ) . 48.6 44.8
Perpetual plrefe_rred stocks ; 81.0 78.0
Perpetual slubordinated debt and bonds o 225 22. 5
Nen-perpetual subordinated debt and bonds . i 341.0 274.1"
Total | ! i : ¥ 493.2 ¥ 4165
Amount eligible for inclusion in capital (B) , ¥ 475.6 ¥ 4195
Deducticn {C} . ! ) 73.4 l 42.2 ,
Total capital {D) [(A)+(B)~(C)] : K ¥1,049.0 i¥1,115.3 |
Risk assets: | ; i :
On—balancels;heet items ' ' ¥6,097.6 ¥5, 344 9
Off-balance sheet items : 1 1,685.0 l 1,835.51
Total (E)] - ; i ¥7,782.7 ¥7.180.4 !
Consolidated tb?.al capital adequacy ratio (D) / (E} 1 13.47% 15.:53%
Consolidated Tier | capital ratio (A) / {E) l 8.31 10.27

ondition and F'iesults of Operations
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Interim Consolidated Balance Sheets (Unaudited)

Interim Consolidated Balance Sheets (Unaudited)

Shinsei Bank, Limited, and Consolidated Subsidiaries
As of September 30, 2006 and 2005, and March 31, 2006

Millions of yen

Thousands of
U.5. dollars {Note 1)

Sept. 30, 2006 Sept. 30, 2005 Mar. 31, 2006 Sept, 30, 2006
ASSETS
Cash and due from banks (Notes 3 and 21) ¥ 312,406 ¥ 352584 ¥ 488,601 $ 2,649,532
Call loans 20,000 117,000 50,000 169,621
Collateral related to securities borrowing transactions 27,215 5,232 33,107 230,820
Other monetary claims purchased {Note 4) 296,955 244 387 273,937 2,518,495
Trading assets (Notes 5, 21 and 33) 423,423 119,876 193,581 3,591,078
Monetary assets held in trust (Note 6) 506,563 393,694 456,167 4,296,190
Securities (Notes 7 and 21) - 1,771,793 1,678,291 1,494,489 15,026,659
Loans and bills discounted (Notes 8, 21 and 32) 4,781,419 3,828,070 4,087,561 40,551,435
Foreign exchanges (Note 17) 13,908 12,881 12,140 117,960
Other assets (Notes 9, 21 and 33} 844,194 742,864 851,342 7,159,653
Premises and equipment (Notes 10, 21 and 30) 398,152 403,397 400,859 3,376,751
Intangible assets (Note 11} 351,079 371,178 364,411 2,977,522
Deferred discounts on and issuance expenses for debentures 115 206 177 979
Deferred tax assets 30,805 26,639 30,022 261,266
Customers’ liabilities for acceptances and guarantees
| (Notes 20 and 21) 789,451 1,002,462 813,480 6,695,371
| Reserve for credit losses (Note 12) (133,820) (155,980) (144,868) (1,134,935)
| Total assets ¥10,433,666 ¥9,142,786 ¥9,405,013 $88,488,397
|
LIABILITIES AND EQUITY
Liabilities:
Deposits, including negotiable certificates of deposit
(Notes 13 and 21) ¥ 4945741 ¥3,964,390 ¥4,071,758 $41,945,055
Debentures (Note 14) 758,891 1,181,728 1,018,909 6,436,189
Call money 449,989 170,664 30,000 3,816,380
Collateral related to securities lending transactions (Note 21) 41,407 5,672 — 351,178
Commercial paper 168,700 77,800 133,200 1,430,752
Trading liabilities (Notes 15 and 33) 106,634 80,083 149,990 904,371
Borrowed money {Notes 16 and 21) 1,213,998 1,166,966 1,205,765 10,295,977
Foreign exchanges (Note 17} 4 170 39 42
Corporate bends (Note 18) 300,627 82,016 298,002 2,549,636
Other liabilities (Notes 19, 21 and 33) 619,725 501,842 535,753 5,255,918
Accrued employees' bonuses 8,059 7,026 13,886 68,357
Accrued directors’ bonuses - 103 — 13 878
Reserve for retirement benefits 3,190 3,237 3,309 27,058
Reserve for loss on disposition of premises and equipment —_ 153 — —_
Reserve for losses on interest repayments 2,485 — — 21,076
Reserve under special law 2 2 2 21
Deferred tax liabilities 13,903 17,419 13,718 117,914
Acceptances and guarantees {Notes 20 and 21) 789,451 1,002,462 813,480 6,695,371
Total liabilities 9,422,915 8,261,635 8,287,832 79,916,173
Minority interests in subsidiaries (Note 23) 60,487 261,845
Equity:
Capital stock {Notes 22, 24 and 25):
Common stock 291,853 180,853 180,853 2,475,225
Preferred stock 159,443 270,443 270,443 1,352,245
Capital surplus 18,558 18,558 18,558 157,394
Stock acquisition rights (Note 25) 260 2,209
Retained earnings 414,399 345,056 379,502 3,514,539
Unrealized (loss) gain on available-for-sale securities (556) 2,794 2,208 {4,717)
Deferred loss on derivatives under hedge accounting {3,944) T (33,450)
Foreign currency translation adjustments 2,604 2,968 3,781 22,088
Treasury stock, at cost (Notes 22, 24, 25 and 35) (136,543) (11} (12) (1,158,030)
Total 746,075 820,663 855,335 6,327,503
Minority interests in subsidiaries {Note 23) 264,675 2,244,721
Total equity ' 1,010,750 820,663 855,335 8,572,224
Total fiabilities and equity ¥10,433,666 ¥9,142,786 ¥9,405,013  $88,488,397

See accompanying “Notes to Interim Consolidated Financial Statements {Unaudited),” which are an integral part of these statements.
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Interim Consolidated Statements:of Income (Unaudited)

Shinsei Bank, Limited, and Conselidated Subsidiaries .
For the six months 'ended September 30, 2006 and 2005, and the fiscal year ended March 31, 2006

3

" E

[ !
Millions of yen

! B
Intarim Consolidated Staternénts of Income {Unaudited)

v

Thousands of '
.5 |dollars (Note 1}

; Sept. 30, 2006 Sept. 30, 2005 Mar. 31, 2006 Sept, 30, 2006

. , (6 months) (6 manths: (1 year) | (6 months} |
Interest i mcome ' . ' ; l
Interest on loans and bills o ¥59,341 ¥50,815 ¥104,460 $503,275
Interest ar}d dnndendls on securities : 16,811 8,370 16,879 , 142, 576
Interest o deposits W|th banks | - 1,514 1176 2,369 12, 848
Other interest mcome . 5,278 946 1,319 44,771
Total interest income 82,946 61,309 125,029 | 703,470
Interest expepses i | | i b
Ihterest on deposits, including negotiable certificates v !

of deposut 13,692 [ 8,074 16,934 116, 125
Interest ar:d discounts on debentures - 1,556 F 2, 621 4,709 13, 200
Interest on other barrowings 5,864 ' 8,484 14,694 49, _736‘
Other mterest EXPEnses . 10,115 , 2,022 6,390 85,793

' Total interest expenses , 31,228 21,201 42,729 | 264,854

Net inte'n,s‘t' income 51,717 40,107 82,299 | 438,616
Fees and COI’T]mISSJOI']S income ‘ 34,075 '34 239 68,263 288, 993
Fees and commlssmns expenses . 11,808 10 740 22,767 100, 153
Net fees an__d commissions 22,266 _23,498 45,496 | 188,840

Net trading'income (Note 26) ; 11,272 '12,743 27,513 | 95,607
Other busmess, income, net: ! |
tncome on leased assets and mstallment receivables, net- 25,592 23 656 46,040 217,0511‘.
Income on: monetary assets held in trust, net 6,271 8, 669 23,505 53,189
Net gain on foreign exchanges f 6,886 "6 142 10,648 l 58,402
Net gain on securities ) 11,048 ' 3,56Q 6,183 [ 93, 700
Net gain on other monetary claims purchased 10,351 . 7,0SQ 17,176 87, 795
Other, net (Note 27 : (7,038) 16,973 14,540 {59, 695)

' Net other business income | 53,111 54,063 118,094 | 450,342
Total revenue = 138,367 130/414 273,404 1f,173,f505ﬁ

General and a‘dministrative expenses: ' S

-Personnel expenses . ; 32,100 ?8:813 59,767 272, 243
Premises e)rpenses L 8,466 .'9.905 20,429 | 71, 805
Technology and data processing expenses 10,055 . 8186 16,764 85 ?77
Advertlsmg expenses ! 5,585 4,158 8,404 47,368‘
Consumptr}on and properly taxes ; 3,865 ' 3,991 7,618 32,781
Deposit insurance premium | 1,417 (1,153 2,307 12.024:
Other genéral and administrative expenses 14,423 10,794 21,404 122,329,
_General :';md administrative expenses 75,913 57,003 136,596 ! 643.827;
Amortization of consolidation goodwnl and other |ntang|bles 10,541 14,689 29,445 | 89,399
.Tetal general and admtinistrative expénses 86,454 * 81,693 166,041 {733,226
Net business profit ; 51,913 48,721 107,362 | 440,279

Net credit costs (Note 28) : 5,235 14,562 30,190 a4 401[
Other gains {losses), net (Note 29} _ 606 l'1,654 (3,460) 5,142
{Income before income taxes and mlnorlty interests 47,284 35,812 73,711 1401,020,
Income tax (benefit): Yo i o
Current ; 1,367 ‘1,733 3,733 11,597(
Deferred (1,209) (4 885) (11,414) (10,259)
Mmonty interests in net income of subsad|ar|es . 8,269 "1 258 5,293 | 70,131]
‘Net income : ¥38,857 ¥37,706 ¥ 76,099 $329,551]

i R _ U.S. dollars (Note 1)

Basic net mcome per common share (Note 34) ¥27.19 ¥26.33 ¥53.16 $0.23
Diluted net income per common share {Note 34) 19.54 118.71 37.75 0.17f

See accompanymg “Notes to Interim Consolidated Fmianmal Statements (Unaudited),” which are an integral oaniof these statements.
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Interim Consolidated Statements of Changes in Equity (Unaudited)

34

Interim Consolidated Statements of Changes in Equity (Unaudited)

Shinsei B'ank‘ Limited. and Consolidated Subsidiaries

For the six manths ended September 30, 2006 and 2005, and the fiscal year ended March 31, 2006

Millions of yen

Thousands of
U.5. dollars (Note 1}

Sept. 30, 2006 Sept. 30, 2005 Mar. 31, 2006 Sept. 30, 2006
B (6 months) {6 months} (1 vear) (6 months}
Common stock:
Balance at beginning of period ¥ 180,853 ¥180,853 ¥180,853 $1,533,829
Conversion from preferred stock 111,000 —_ — 941,396
Balance at end of period 291,853 180,853 180,853 2,475,225
Preferred stock:
Balance at beginning of pericd 270,443 270,443 270,443 2,293,641
Conversion into common stock (111,000) — — (941,396)
Balance at end of period 159,443 270,443 270,443 1,352,245
Capital surplus: '
Balance at beginning of period 18,558 18,558 18,558 157,394
Balance at end of period 18,558 18,558 18,558 157,394
Stock acquisition rights:
Balance at beginning of period / / /
Net change during the period 260 2,209
Balance at end of period 260 2,209
Retained earnings:
Balance at beginning of period 379,502 311,038 311,039 3,218,575
‘Dividends paid (3,947} (3,688} (7,635) (33,475)
Bonuses to directors of consolidated subsidiaries — (0)) (0) —
Net income 38,857 37,706 76,099 329,551
Disposal of treasury stack (13) — — (112)
Balance at end of period 414,399 345,056 379,502 3,514,539
Unrealized (loss) gain on available-for-sale securities:
Balance at beginning of period 2,208 3,043 3,043 18,734
Net change during the period (2,765) (249) (834) (23,451)
Balance at end of period (556) 2,794 2,208 4,717)
Deferred loss on derivatives under hedge accounting:
Balance at beginning of period / / /
Net change during the period (3,944) (33,450)
Balance at end of peried {3,944) (33,450)
Foreign currency translation adjustments:
Balance at beginning of period 3,781 2,738 2,738 32,075
Net change during the period (1,177} 230 1,043 (9,987}
Balance at end of period ) 2,604 2,968 3,781 22,088
Treasury stock, at cost: ‘
Balance at beginning of period (12) {9 (9 {106)
Furchase of treasury stock (136,671} (2) {3) (1,159,113)
Disposal of treasury stock 140 — — 1,189
Balance at end of period (136,543) (11) (12) (1,158,030)
Minority interests in subsidiaries:
Balance at beginning of period e T o
Net change during the period 264,675 2,244,721
Balance at end of pericd 264,675 2,244,721
Total equity ¥1,010,750 ¥820,663 ¥855,33b $8,572,224

See accompanying “Notes to [nterim Consolidated Financial Statements {Unaudited),” which are an integral part of these statements.




Interim Consolidated Statements bf Cash Flows.(Unaudited)

Shinsei Bank, Limi!le.j, and Consolidated Subsidiaries ;
For the six months er.ded Septembe'[r 30, 2006 and 2005, and the fiscal year ended March 31, 2006

Millians nfl yen

)
Interim Consolidated Statements of Casp Flows {Unaudited)

!
|

|
1‘

Thousands of |

U.S. dollars (Note 1)

: Sept, 30, 2006 Sept. 30, 2005 Mar. 31, 2006 Sept. 30, 2006
' {6 months) (6 months) (1 year) {6 months)
Cash flows from operating activities: ; X l -
Income before income taxes and minority interests ¥ 47,284 ¥ 35812 ¥ 73711 $ | 401,020
Adjustrments far: i T s
-Income tax paid _ (3,986) t(1,822) {2,056) (33,807)
'Depreciation i 72,499 70,729 142,302 614,871
Amartization of consohdatlon goodwill and other intangibles 10,541 14,689 29,445 85,399
Net change in reserve, for credit losses -{11,048) . 6,177 (4,940) (93,703)
Net change in other reserves (3,468) (3,388) 2,676 I (29,419)
interest income (82,946) (61,309) (125,029) ' (703,470}
Interest expenses 31,228 21,201 42,729 | 264,854
Investment gains | (10,755} ' (3 598} (12,436) {91,214)
"Net exchange gain & 1,481 i (53) (779) 12,564
Net change in trading assets : (229,842) 48,625 (25,079 (1,949,307)
Net change in trading liabilities (43,356) llO 981 80,889 | (367,708)
“Net change i |n loans and bills discounted (693,734) (396,993} (698,761} (5,883,590}
Met change iA' deposits, including negohable certificates of deposit 873,982 511,576 618,944 7.412,287|
“Net change in debentures (260,017) {60,903) (223,723) (2,205,224)
Net change i |n borrowed money (other than subordinated debt) 46,243 1(3,299) 76,499 392,196
‘Net change in corporate-bonds (other than subordinated i i
- corporate bonds) 6,845 {4,333) 18,001 l 58,060
Net change i |n deposits with banks (26,217) *29,438 {28,707) (222, 354)
‘Net change in call loans, collateral related to securities '» ol ' i
borrowing transactions and other monetary claims purchased 15,585 29,5618 38,815 132, 184
‘Net change in call money, collateral related to securities lending P X ‘
‘ transactmns and commercial paper 496,896 36,540 (54,395) 4,214, 203
«Net change in foreign exchange assets | (1,768) 14,331} (3,589) (14,997)
'Net change in foreign exchange liabilities (34) } 149 18 (294}
Interest received : 72,521 67,968 142,198 615,062,
Interest pa|d ' {(24,086) (19,903) (41,464) (204,281)
Net change in securities for trading purposes (37,471) (27,790) (114,114} (317,799)
Net change in monetary assets held in trust for trading purposes (59,235) 1{4,975) (59,176) (502,379)
Neat change in leased assets (77,836) {68,499) (125,396) (660,138)
Other, net ] ‘ 152,347 (2,880) (27,681) 1,292,062
Total adjustments i 214,367 183,514 (354,709 1,818,058
Net cash provided by (used in) cperating activities 261,651 219,327 (280,998) 2,219,078
Cash flows from investing activities: | [ ! Co
Purchase of investments | (1,216,129) (1,887,545) {3,419,309) {10,314,049)
Proceeds from sales of investments | 82,890 368,956 708,726 | 703,001
Proceeds from maturity of investments 861,947 1,392,514 2,825,196 7,310,219,
Purchase of premises and equipment (cther than leased assets) (2,094) (2,797) (6,488) (17,762}
_Proceeds | from sales of premises and equipment {(other than L o
leased assets) 6,525 i954 2,136 55 340‘
iPayment for acquisition of new sub5|d|ar|es — P (10,239)
“Proceeds from sale of subsidiary's stock ! 3,077 © 9,116 32,616 26, 104!
Other, net . (2,272) = 3,103 (19,270)
Net cash (used.in) provided by investing actmhes (266,054} (118,800} 135,741 (2,256 ,417)
Cash flows from financing activities: P i |
‘Proceeds from subordinated.debt ' 60,000 b= 46,000 508 863|
‘Repayment of subordinated debt ‘ (98,000) 10,000 _(77,0C0) (831, 143)
"Proceeds from issuance of subordinated corporate bonds — Lt = 199,870
‘Payment for redemption of subordinated corporate bends (10,945) +(3,000) (11,166) (92,_829)
'Proceeds from issuance of preferred securities to minority o ‘
shareholders of subsidiaries | 0 ! — 174,958 4{
‘Payment for capital refundment to minority shareholders of subsidiaries (628) o ! — 1 (5,329)
Dlwdends paid (3,947) «(3,688) (7,635) (33,475)
‘ Dlwdends paid to minority shareholders of subsidiaries (8,422) . — (1,310) I (71,429)
:Purchase of treasury stock i (136,671) C {2) (1) (1,159,113)
iProceeds from sale of treasury stock | 126 'f — — Lo1,077]
Net cash (used in) provided by financing activities {198,486) 13,309 323,713 (1,683,374)
Foreign currency translation adjustments on cash and cash equivalents 2 e '3 31 ! 18|
Net change in cash and cash equivalents ! (202,887) 103,839 178,487 (1,720,695)
Cash and cash equivalents at beginning of period 340,713 162,226 162,226 2,889,610/
Cash and cash 'equivalents at end of period (Note 3) ¥ 137826 ¥ 266065 ¥ 340,713 $ 1.168,915!

See accompanymg “Notes to Interim Consolidated Financial Statements (Unaudited},” which are an integral part of these statements.
Nate: Investments consist of securities and monetary assets held in trust for other than trading purposes. f

Lo : ' L.

| E
! |

L
‘,'

35




Notes to Interim Consolidated Financial Statements (Unaudited)

36

Notes to Interim Consolidated Financial Statements (Unaudited)

1. Basis of Presentation

The accompanying interim consolidated financia! statements of Shinsei
Bank, Limited (the “Bank") and its consolidated subsidiaries (collectively,
the “Group™), stated in Japanese yen, are prepared on the basis of
generally accepted accounting principles in Japan (Japanese GAAP) and
in conformity with the Banking Law of Japan (the “Banking Law"), and
cempiled from the interim conselidated financial statements prepared
under the provisions set forth in the Accounting Standards for Interim
Consolidated Financial Statements {the Business Accounting Council,
March 13, 1998) and the standards of the Securities and Exchange Law
of Japan, which are different in certain respects as to application and
disclosure requirements of International Financial Reporting Standards.

0On December 27, 2005, the Accounting Standard Board of Japan (the
“ASBI"} published a new accounting standard for the statement of
changes in equity. which is effective for fiscal years ending on or after
May 1, 2006. The statements of sharehelders’ equity, which were previ-
ousty voluntarily prepared in line with international accounting practices,
are rtow required under Japanese GAAP and have been renamed "the
interim consolidated statements of changes in equity” from the current
fiscal year.

Certain reclassifications and rearrangements have been made to the
interim consolidated financial statements issued domestically in order ta
present them in a form which is more familiar to readers outside Japan. In
addition, the accompanying notes include information that is not required
under Japanese GAAP, but is presented herein for the convenience of
readers.

The preparation of interim consolidated financial statemeats in con-
formity with Japanese GAAP requires management 1o make estimates and
assumptions that afect the reported amounts of assets and liabilities and
disclosures of contingent assets and liabilities at the date of the interim
consolidated financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from
those estimates.

As permitted by the Securities and Exchange Law of Japan, yen
amounts, except for per share amounts, are presented in millions of yen
and are rounded down to the nearest million, As a result, the totals do not
necessarily agree with the sum of the individual amounts.

The interim consolidated financial statements are stated in Japanese
yen, the currency of the country in which the Bank is incorporated and
operates. The translation of Japanese yen amounts inte U.S, doliar amounts
is included solely for the convenience of readers outside Japan and has
been made at the rate of ¥117.91 to U.8.$1.00, the rate of exchange
prevaiting on the Tokyo Foreign Exchange Market on September 30, 2006.
Such translations should not be construed as representations that the
Japanese yen ameunts could be converted into U.S. dollars at that or any
other rate.

The Bank was placed under temporary nationalization by the Prime
Minister of Japan on October 23, 1998, under Section 1 of Article 36 of
the Financial Revitalization Law of Japan, and continued its operations in
accordance with Articles 47 and 48 of the same law. The Bank's tempo-
rary nationalization status was terminated on March 1, 2000, when all
common shares of the Bank held by the Deposit Insurance Corporation of
Japan (the “DIC") were transferred to New LTCB Partners C.V, in accor-
dance with the Share Purchase Agreement, dated February 9, 2000 (the
“Share Purchase Agreement”).

In the fiscal year ended March 31, 2004, the Bank completed an
initial public offering (IPO) of its shares and became listed on the First
Section of the Tokyo Stock Exchange on February 19, 2004, The Bank's
then coatrolling sharehotder, New LTCB Partners C.V., offered the shares
sold in the IPO. Follewing the PO, the Bank also completed a secondary
share offering on February 17, 2005. Prior to the secondary offering, the
Bank's controlling shareholder, New LTCB Partners C.V., distributed most
of its shareholdings to its investors. The investors, in turn, sold an
aggregate of 36.9% of the Bank's outstanding commen shares in the
secondary offering.

2. Summary of Significant Accounting Policies

(a) Principles of Conselidation

The Group applied its consolidation scope using the control and influence
concept. Under the control and influence concept, those companies in
which the Bank, directly or indirectly, is able to exercise control over
operations are fully consolidated and those companies in which the Bank,
directly or indirectly, is able to exercise significant influence over
operations are accounied for by the equity method.

On September 8, 2006, the ASBJ issued “Practical Solution on
Application of Control Criteria and Influence Criteria to Investment
Associations” which is effective from September 30, 2006, The practical
solution clarifies how the control and influence concept should be practi-
cally applied to the consolidation scope of collective investment vehicles,
such as limited partnerships, tokumei kumiai system (silent partnerships}
and other éntities with similar characteristics, in order to eliminate inten-
tional exclusions of such vehicles from consolidation. Based on the practi-
cal solution, the Bank reconsidered its consolidation scope. The effect of
adopting this new Practical Solution was immaterial.

The number of consolidated subsidiaries and affiliates as of September 30,
2006 and 2005 was as follows:

As of September 30,

2006 2005
Consclidated subsidiaries 89 77
Unconsoplidated subsidiaries 88 78
Afliliates accounted for by the equity method 27 8

Unconsolidated subsidiaries are mainly operating companies that
undertake leasing business based on the Tokumei Kumiai system {silent
partnerships). Tokumei Kumiai's assets, liabilities, profit and loss virtually
belong to each sitent partner, and the Group does not have any material
transactions with these subsidiaries. Therefore, these subsidiaries are
excluded from consolidation in order to avoid any material misunder-
standing by the Bank’s stakeholders.

Other unconsolidated subsidiaries are excluded from consolidation
because they are not material to the financial condition or results of
operations of the Group.

Major consclidated subsidiaries as of September 30, 2006 were as
listed below:

Percentage
Name Location ownership
APLUS Co., Ltd. Japan 68.9%
Showa Leasing Co., Lid. Japan 96.31%
Shinsei Trust & Banking Co., Ltd. Japan 100.0%
Shinsei Securities Co., Ltd. Japan 100.0%

All significant inter-company transactions, related account balances
and unrealized gains and losses have beea eliminated in consolidation.
As of September 30, 2006, the six month peried ending dates are
September 30 for 59 subsidiaries, July 31 for 3 subsidiaries and June 30
for 27 subsidiaries. These consolidated subsidiaries whose six month
periods end at dates other than September 30 are consolidated using
their six month perind-end financial statements with appropriate adjust-
ments made for significant transactions during the pericd from the ending
dates of their six month periods to the date of the Greup’s interim consoli-
dated financial statements, except that 5 subsidiaries whose six month
periods end at June 30 are consolidated using their September 30 interim
financial statements.

(b} Goodwill and Other Intangible Assets

The Bank recognized certain identifiable intangible assets in connecticn
with the acquisition of APLUS Co., Ltd. ("APLUS") and Showa Leasing Co.,
Ltd. {"Showa Leasing"), because they arose from contractual or other legal
rights, or were separable. The identified intangible assets with amortization
method and period are as listed below:

APLUS Co., Ltd.

Identified intangible assets Amortization method Amortizatien peried

Trade name and trade-

marks Straight-line 10 years
Customner relationship Sum-of-the-years digits 10 years
Merchant relationship Sum-of-the-years digits 20 years

Showa Leasing Co., Ltd.
Identified intangible assets Amonrtization method Amartization pericd
Trade name Straight-line 10 years
Custemer relationship Sum-of-the-years digits 20 years
Maintenance component

contracts Straight-line

Subject to the remaining
contract years
Subject to the remaining
contract years

Sublease coniracts Straight-line

The excess of the purchase price aver the fair value of the net assets
acquired, including identified intangible assets, was recorded as consolida-
tion goodwill and is amartized on a straight-line basis over 20 years. The
amortization period is the maximum period allowed under Japanese GAAP
and was determined based upen the Bank's business strategy. However,
both APLUS and Showa Leasing had significant tax loss carryforwards and
deductible temporary differences for which no deferred tax assets were rec-
ognized by the Bank at the time of the acquisition due to uncertainty con-
cerming their ultimate realization. Had the Bank recognized the related
deferred tax assets at the time of the acquisition, conselidation goodwill
would have been reduced. Under Japanese GAAP, any future recognition of
such benefits of the tax loss carrylorwards or temporary differences {the
carryforward period for tax loss carryforwards being generally limited to
seven years) would result in accelerated goodwill amortization. The unamor-
tized balances of identified intangible assets and consolidation goodwill are
subject to impairment testing.

Effective April 1, 2006, the Bank included amortization of consolida-
tion goodwill and cther intangibles in total general and administrative
expenses. Prior to April 1, 2006, amortization of consolidation goodwill
and other intangibles was reported as an item below net business profit.
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This change was made due to the change in the Append|x Format of the
Enforcement Regulatlons of the Banking Law in linelwith the implementa-
tron of Japan’s néw Corporate Law (the "Corporate Law").

{c) Translation of,Foreign Currency Financial Statements and Transactmns
The interim frnancnal statements of consolidated fereign subsidiaries are
translated into Japanese yen at exchange rates as of, their respective
interim balance sheet dates, except for equity, whn:h used to be called
shareholders’ equrty and is translated at histarical exchange rates.
Differences ansrng from such translation are shown as “Foreign currency
{ranslation ad]ustments in a separate component of equity in the
accompanying |nter|m consolidated balance sheets. ,

(i) Foreign currency -denominated assets and liabilities and the
accounts of overseas brahches are translated into Japanese yen at
the exchangs rates prevailing at the interim balance sheet date,
except for investments in unconsolidated subsidiaries and affiliates
which are translated at the relevant historical exchange rates.

(i) Foreign currenoy accounts held by consolidated foreign subsidiaries
are translated into the currency of the subsrdtary at the respective

‘period-end'exchange rates. \
I
{d) Cash and Cash Equivalents
Cash and cash eduivalents consist of cash onhand and non-interest-
beanng deposits. i

(e} Other Monetary Claims Purchased :

The components of other monetary claims purchased are principaily loans
held for trading purposes Other monetary claims purchased held for trad-
ing purposes are recorded at fair value and unrealized gains and losses
are recorded in other business income, net. |

(f) Valuation of Trading Account Activities !

Trading account pcsitlons entered into to generate gains arising from
short-term change‘ in interest rates, currency exchange rates or market
prices of ser:urmes and other market-related indices, or from price
differences among markets, are included in trading assets and trading
liabilities on a trade date basis:

Trading securities and monetary claims purchased for trading purposes
are stated at market value and derivative financial instruments related to
trading positions are stated at fair value based on estimated amounts that
would be settled in cash if such positions were terminated at the end of
the period, whichlreflects liquidation and credit risks.

Trading revenue and trading expenses include interest received and
paid during the perrod and the gains and losses resulting from the change
in the value of secuntres manetary claims purchased, and derlvatlves
between the teginning and the end of the period, ;

i
{g) Monetary Asset; Held in Trust
The components of trust assets are accounted for based on the standard
appropriate for each asset type. Instruments held in trust for trading
purposes are recorded at fair valuve and unrealized gains and losses are
recorded in other business income, net. Instruments’held in trust classi-
fied as available- for—sate are recorded at fair value with the corresponding
unrealized gains a|mcl losses recorded directly in a separate component of
equity. !

{nstruments held in trust classified as available-for-sale for which fair
value is not readily determinable are carried at cost.!

(h) Securities | [

Securities other than investments in unconsolidated subsidiaries and
affiliates are classrhed into three categories, based principally on the
Group's intent, as follows:

Trading securltres are securities held in anticipation of gains arising
from short-term changes in market value and/or heldifor resale to
customers. Trading securities are carried at fair value with corresponding
unrealized gains and losses recorded in income. '

Securities berng held to maturity are debt securities for which the Group
has both the positive intent and ability to hold untit matunty Securities
being held to matunty are carried at amortized cost determmed by the
moving average method

Securities available-for-sale are securities other than trading securities
anc securities being held to maturity. Securities available-for-sale are
carried at fair vallie with the corresponding unrealrzed gains and losses
recorded directly in a separate component of equity. The cost of sales of
these securities is determined by the moving average methed. Securities
available-for-sale for which fair value is not readily determinable are car-
ried at moving average cost or amortized cost determined by the moving
average method. ] |

In addition, investments in unconsolidated subsidiaries that are not
accounted for by the eguity method are carried at cost'determrned by the
moving average method i

Individual securltles are writtén down when a declrne in fair value below
the cost of such sec urities is deemed to be other than temporary.

L]
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(i} Premises and Equip‘merjt i
Premises and equipment are stated at cost less accumulated depreciation.
Depreciation of the Group's bulldlngs and the Bank's computer equip-
ment {including ATMs) other than personal computers is computed princi-
pally using the straight-line method, and depreciation of other, eguipment
is computed principally using the declining-balance method. Principal
estimated useful lives of burldlngs and equipment as of September 30,
2006 were as follows: l .

Buildings . .. 3 years to 50 years ' |
Equipment .. 2 years to 15 years i
{j} Software [' [

Capitalized software for mternal use is depreciated using the straight-line
method based an the Group 3 est|mated useful lives (mainly 5!or 8 years). ‘
l
(k) Impairment of Long-Lived Assets
Long-lived assets are reviewed for impairment whenever events or changes ,
in circumstances indicate that the carrying amount of asséts may not be
recoverable. No significant impairment loss was recognized for the six
month periods ended Séptember' 30, 2006 and 2005.
L]
{I) Deferred Charges !
Deferred discounts on the Bank s corporate bonds issued before March
31, 2006 are amortized using the straight-line method over the terms. !
of the corporate bonds ! After Aprrl 1, 20086, the amount equwalent o
deferred discounts on corporate bonds, which used to be treated as ,
deferred charges, are deducted directly from the par value of the corpo-
rate bonds based on the new accountlng standard issued in line with the .
implementation of the Corporate Law.

Deferred issuance expenses for the Bank's corporate bonds |ssued
before March 31, 2006 are amortrzed using the straight-line method over l
the shorter of the terms of the corparate bonds or the maximum three! -year,
period stipulated in the Japanese Commercial Code (the “Code”} and its
regulations. Based on the new accountrng standard issued in Irne with the
implementation of the Corporate Law, deferred issuance expenses for the \
Bank’s corporate bonds issued after April 1, 2006 are amortized using thei
straight-line method over the terms of the corporate bonds. )

Deferred discounts on debentures are amortized using the straight-line *
method over the terms of the debentures,

Deferred issuance expenses for debentures issuved before March 31,

2006 are amortized using the stralght line method over the sharter of the )
terms of the debentures or the maximum three-year period stipulated in the )
Code and its regulations, Based on the new accounting standard issued in
line with the mplementahon of the Corporate Law, deferred |ssuance
expenses for debentures issued after April 1, 2006 are amortized using the
straight-line method over the terms of the debentures.

Consolidated subsidizries’ deferred issuance expenses for corporate !
bonds are amortized using the straight-line method over the terms of the
corporate bonds. q !

Formation costs and stock issuance costs of consolidated subsrdrarres
are charged to income as |ncurrled

{m) Reserve for Credit Losses
The reserve for loan losses of the Bank and the consclidated domestic

trust and banking subsidiary has been established as detailed below

hased on the Bank's internal rules for establishing the reserve.:

For ciaims to obligors who are legally bankrupt (due to bankruptcy spe- |
cial liquidation, etc.} or virtually bankrupt, a specific reserve is provided
based on the amount of claims, after the charge-off stated helow net of
amocunts expected to be callected through the disposal of cellateral or
execution of guarantees

For claims to obligors who aré possibly bankrupt, a specific reserve is !
provided for the amount considéred to be necessary based on an overall
solvency assessment performed for the amount of claims net of amounts
expected to be collected through the disposal of collateral or execution
of guarantees. i i

The Bank applies the dlscounted cash flow method (the “COCF method® l
in calculating the loan loss reserve amounts for most of the claims agamst
obligors categorized as possibly bankrupt or substandard under the self-
assessment guidelines. Under the DCF method, the loan loss reserve is
determined as the differénce between (a) relevant estimated cash flows dis-
counted by the original contractual interest rate and (0) the book value of the [
claim. In cases where it is difficult to reascnably estimate future cash flows,
the Bank sets aside as reserves the product of the estimated loss ratros on
the claims and either (a) the balance of the claims, in the case of claims
against substandard obligors, or (b) the unsecured, unguaranteed portion of
the claims, in the case of claims against possibly bankrupt obllgors

For other clairs, thel Bank provides a general reserve based|on
historical loan loss experlence

The historical loan loss ratio had previously been calculated|by taking
the greater result from the following two calculation methods: (1) the av-
erage of three consecutive calculation pericds defined to be past one year
as from each fiscal year—end (0. 5 year for the interim closing), 'or (2) the
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average of three consecutive calculation periods defined to be past three
years as from each fiscal year-end (2.5 years for the interim closing).
However, the recent actual loan loss ratio has rapidly declined, resulting
in a poorer basis for loan loss calculation. Starting from the fiscal year
ending March 31, 2007, the calculation methodolegy has been changed
to taking the greater result of the following two methods: (A) the existing
methodology mentioned above, or (B} the average of all calculation peri-
ods since 1998 when the actual track records for loan losses have been
maintained. As a result, the reserve for credit losses as of September 30,
2006 was ¥20,822 million higher and income befare income taxes and
minority interests for the six months ended September 30, 2006 was
lower by the same amount than would have been the case using the
previous calculaticn method. .

For specific fareign claims, there is a reserve for loans to restructuring
countries which has been provided based on losses estimated by
considering the political and economic conditions in those countries.

All claims are assessed by business divisions and branches based on
the internal rules for the self-assessment of asset quality. The Credit
Assessment Division, which is independent from business divisions and
branches, conducts audits of these assessments, and additional reserves
may be provided based on the audit results.

The reserve for cther credit losses primarily consists of reserves on
amgounts, included in accounts receivable, that the Bank believes the DIC
is obligated to reimburse to it in accordance with certain indemnification
clauses in the Share Purchase Agreement but which DIC has not yet
accepted, as well as a reserve taken on the Bank's contribution to an
industry-wide fund set up te purchase and collect loans and certain
litigation claims.

The consolidated subsidiaries other than the domestic trust and bank-
ing subsidiary calculate the general reserve for “normal” and “caution,
including substandard™ categories based on the specific actual historical
loss ratio, and the specific reserve for the “possibly bankrupt,” “virtually
bankrupt” and “legally bankrupt” categories based on estimated losses,
considering the recoverable value.

For collateralized or guaranteed claims of the Bank and a certain con-
sclidated subsidiary to obligors who are legally bankrupt or virtually bank-
rupt, the amount of claims exceeding the estimated value of collateral or
guarantees, which is deemed uncollectible, has been charged off and
totaled ¥37.347 million (U.5.$316,749 thousand) and ¥6,797 .million as
of September 30, 2006 and 2005, respectively.

{n) Accrued Bonuses for Employees and Directors
Accrued bonuses for employees and directors are provided in the amount
of the estimated bonuses which are attributable to each period.

{o} Reserve for Retirement Benefits

The Bank, APLUS and Showa Leasing each have a non-contributory
defined benefit pension plan and certain of the Bank's consolidated
domestic subsidiaries have unfunded severance indemnity plans, which
cover substantially all of the Group’s employees. The reserve for retire-
ment benefits is provided for the payment of employees’ retirement ben-
afits based on the estimated amounts of the actuarial retirement benefit
obligation net of the estimated value of pension assets. Net actuarial
gains and losses and prior service costs are amortized using the straight-
line method over the average remaining service period mainly from the
period of occurrence.

Effective April 1, 2000, the Bank adopted a new accounting standard
for employees' retirement benefits and accounts for the liabilities for
retirerent henefits based on the projected benefit obligations net of plan
assets at the balance sheet date. The transitional unrecognized net retire-
ment benefit obligation for the Bank of ¥9,081 million is being amortized
using the straight-line method over 15 years.

(p) Reserve for Loss on Disposition of Premises and Equipment

The reserve for loss on disposition of premises and equipment includes
the estimated amount of loss reasonably calculated with respect to
expenses for the relocation of branches and offices.

{(q) Reserve for Losses on Interest Repayments ’

Cn October 13, 2006, the Japanese Institute cf Certified Fublic
Accountants {the “JICPA"} issued "Audit Guidelines on Consumer Finance
Companies’ Provisions for Possible Losses on Reimbursements of Excess
Interest Payments” (the “Audit Guidelines”). These guidelines stipulate
that consumer and commercial finance companies make certain provi-
sions as of September 30, 2006, for possible losses on reimbursements
of excess interest payments and loan losses related to consumer finance
loans extended at interest rates in excess of the maximum interest rate
prescribed in the Interest Rate Restriction Law. In accordance with such
guidelines, the amount of such reserve for APLUS and Shinki Co., Ltd.
{"Shinki") was calculated using the average period to maturity of the
affected loans, an estimate of the percentage of such loan transactions
that will be subject to a future reimbursement request based on past
experience and an estimate of the average amcunt o be reimbursed
based on past experience. The cumulative effect of the adopticn of the

Audit Guidelines, ¥909 million, was recorded in other gains (losses), net,
for the six menths ended September 30, 2006.

(r} Reserve under Special Law

The reserve under special law is provided for contingent liabilities from
brokering of securities transactions in accordance with Article 51 of the
Securities and Exchange Law of lapan.

(s) Presentation of Equity

0On December 9, 2005, the ASBJ published a new accounting standard
for presentation of equity. In accordance with this new accounting stan-
dard, effective for the fiscal year ending March 31, 2007, certain items
which were previously not presented as components of shareholders’
equity, such as stock acquisition rights, minority interests and any
deferred gains or losses on derivatives under hedge accounting, are pre-
sented as components of equity, which used to be called sharehelders’
equity. Reclassification of prior pericds was not made.

{t} Accounting for Stock Options

On December 27, 2005, the ASBJ issued “Accounting Standard for Stock
Options” and related guidance which are applicable to stock options
newly granted on and after May 1, 2006. Based on this standard and
guidance, the Bank recognizes compensation expense for stock options
based on the fair value at the date of grant over the vesting period as
consideration for receiving services. In the balance sheets, stock options
are presented as stock acquisition rights as a separate component of
equity until exercised.

(u) Accounting for Lease Transactions

Under Japanese accounting standards for leases, finance leases where the
awnership of the property is deemed to transfer to the lessee are capital-
ized, while other finance leases can be accounted for as operating leases
if certain “as if capitalized" information is disclosed in the notes to the
interim consolidated financial statements. All leases entered into by the
Bank and its consolidated domestic subsidiaries as iessee have been
accounted for as operating leases.

Lease and rental income is recognized at the due date of each lease
payment according to the lease contracts. Leased assets held by consoli-
dated domestic subsidiaries as lessor are depreciated using the straight-
line method over the leasing periods.

(v} Installment Sales Finance and Credit Guarantees
Fees from installment sales finance have principally been prorated by the
respective number of installments, and the prorated amounts have been
recognized as income either when they become due (the “sum-of-the-
months digits method"”), or by using the credit-balance method depending
on the contract terms.

Fees from credit guaraniees have been recognized either by the sum-
of-the-months digits method, the straight-line method or the credit-
balance method depending on the contract terms.

{w) Income Taxes

Deferred income taxes relating to temporary differences between financial
reporting and tax bases of assets and liabilities and tax foss carryforwards
have been recognized. The asset and liability appreach is used to
recognize deferred income taxes,

The Bank files its corporate income tax return under the consclidated
corporation tax system, which allows companies to base tax payments on
the combined profits and losses of the Bank and its wholly owned
domestic subsidiaries.

A valuation allowance is recognized for any portion of the deferred tax
assets where it is considered more likely than not that it will not be realized.

{x) Derivatives and Hedge Accounting
Derivatives are stated at fair value, Derivative transactions that meet the
hedge accounting criteria are primarily accounted for using a deferral
method whereby unrealized gains and losses are deferred until the gains
and losses on the hedged items are realized. Net deferred gains or losses
on derivatives under hedge accounting which were previously presented as
asseis or liabilities are now presented as a compenent of equity under the
new accounting standard effective for the fiscal year ending March 31,
2007, o

The gross amounts of deferred losses and gains on derivatives under
hedge accounting recorded as a result of the application of deferral hedge
accounting were ¥1,914 million and ¥4,396 million as of September 30,
2005, respectively. The net amounts were included in other liabilities.

{i) Hedge of interest rate risks

Derivative transactions that meet the hedge accounting criteria for miti-
gating interest risks of the Bank’s financial assets and liabilities are
accounted for using the deferral method. Prior to April 1, 2003, the
Bank principally applied a “macro hedge” approach for interest rate
derivabives used to manage interest rate risks, and its ALM activities
based on the transitional treatment prescribed in Industry Audit




Committee Report No. 24 issued by the JICPA. Effective April 1, 2003,
the Bank adopted portfolio hedging to determine the effectiveness of
its hedging instruments in accordance with Report No. 24. Under port-
folic hedging, a portfoiio of hedged items with common maturities such
as deposits or Ioans 15 designated and matched with a group of hedging
instruments such as interest rate swaps, which offset the effect of fair
value fluctuations of the hedged items by identified maturities. The
effectiveness of the pertfclio hedge is assessed by each group.

Deferrad hed;re losses and deferred hedge gains previously recorded
on the censolidated balance sheets as a result of macro hedge account-
ing before |mplementat|0n of pertfclio hedgmg are being amortized as
interest expense or income Gver the remaining lives of the hedging
instruments. Th2 unamortized balances of deferred hedge losses attrib-
utable to macro hedge accounting, before deduction of tax benefit, as
of September 30, 2006 and 2005 were ¥28 million (U.$.$245 thou-
sand) and ¥124 million, respectively. The unamortized balances of
deferred hedge 2ains attrrbutable to macro hedge accounting, before
deduction of ta) benefit, as of September 30, 2005 were ¥70 million,
The net amounts were included in deferred loss on derivatives under
hedge accounhng 0

The interest rate’ ‘swaps of certain consolidated subsiciaries which
qualify for hedge accountrng and meet specific matching criteria are not
remeasured at fcrr value but the net payments or receipts under the swap
agreements are recognlzed and included in interest expenses or income.

The consolrddted domestic leasing subsidiaries partially apply defer-
ral hedge accountrng in accordance with Industry Audlt Committee
Report No. 19'cf the JICPA.

]
(ii) Hedge of forzign exchange fluctuation risks |
Fund swap and certain currency swap transactions are accounted for
using either deferral hedge accounting or fair value hedge accounting in
accordance with Industry Audit Committee Report Ne. 25 of the JICPA.

Fund swap transactions are foreign exchange swaps, and consist of
spot foreign exc.‘lange contracts bought or sold and forward foreign
exchange contracts sold or bought. Such transactions are contracted
for the purpose of Iendlng or borrowing in a different currency and con-
verting the correspondlng principal equivalents and foreign currency
equivalents to pay and receive, whose amounts and due dates are
predetermined|at the time of the transactions, mto forward foreign
exchange contracts bought or sold.

Under deferral hedge accounting, hedged items are identified by
grouping the forﬁlgn currency-denominated financial assets and liabili-
ties by currenues and designating derivative transactlons such as cur-
rency swap transactions and forward exchange contracts as hedging

3. Cash and Cagh Equwalents

'
'
b
1

1
'
¥
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Notes ta Interim Consulidate:j Financial Stalements (Unaudited)

t
instroments. Hedge effectiveness is reviewed by compating the total

foreign currency position of the hedged items and hedging instruments

by currency. |

The Bank also applles deferral hedge accounting and falr value
hedge accounting to translation gains or losses from forergn currency
assels of nat |nvestments in foreign affiliates ang securltles available-
for-sale {other than bpnds denominated in foreign currenmes) when
such foreign currency exposures recorded as assets are hedged with
offsetting foreign currency liabilities and the liabilities exceed the
acquisition cost of such foreign currency assets. | '

i

(iii} Inter-company and intra- -company derivative transactlons

Gains and losses on inter- company and intra-company derivative hedg-

ing transactions between the‘tradlng beok and the banking book are
not eliminated since offsetting transactions with third partles are
appropriately entered inta in conforrnlty with the non- arbltrary and |
strict hedging policy in accordance with Industry Audit Commlttee '
Reports No. 24 and No.:25. As a result, in the banking book, reahzed
gains and losses on such |nter coempany and intra-company transacf
tions are reported in'current earnlngs and valuation gains and losses
which meet the hedge accoummg criteria are deferred. On the other

hand, in the trading book, reallzed gains and losses and vallation galns

and losses on such |nter cornpany and intra-company transactlons are
substantially offset wnh covering contracts entered into with third
parties. '.
. i
{y) Per Share lnformatlon , \
Basic net income per common share calculations represent net income
available to comman shareholders, divided by the weighted average
number of cuistanding shares of common stock during the respective *
period, retroactively adjusted for stock splits and reverse stock splits.
Diluted net income per common share calculations con5|der the
dilutive effect of common stock@quwalents which include préferreg
shares and stock acqmsmon rights, assuming that all preferred shares

were converted into common shares at the beginning of the period with an

applicable adjustment for related dividends on preferred stock! and that
stock acquisition rrghts were fully exercised at the time of issuance for
those issued during the' pericd and at the beginning of the period for
those previously issued,and outstanding at the beginning of the period.

{2) Reclassifications |
Certain reclassifications have been made to the interim consolidated

financial statements for the'six months ended September 30, 2005 to con-

form to the presentation for,the six months ended September 30, 2006,

b
|

The reconcnlatlon of cash and cash equivalents at end of period and cash and due from banks in the interim consolrdated balance shests as of September 39,
2006 and 2005 WCS as follows: :

'

' ; Thousands of

N ¥137,826

$1168915!

| B '
I 1

4. Gther Monetary Claims Purchased!

! |
= |

|
|

'

I ;

1] N !
(b) The fair value and the unrealized loss of cther monetary claims purchased for trading purposes as of Septellnber[SO, 2006 and 2005 were as follows:

i .
Millions of yen ! Thousands of U.5. doilars

,As of Seplember 30, i '

¥151,471

|
o l
Yo 4

|

) Millions of yen 1U.5. dollars !

! i As of September 30, | !

. ‘ f . 2006 2005 | 2006 !

Cash and due from banks f ;' ¥312406  ¥352584  $ 2,649,532

tnterest-bearing deposits included in due from banks ! .o (174,579) (86,518} 1{1,480,617)
Cash and cash equivalents at end of period ¥266,065

f ; Thousands of !

: Millions of yen |U.S. dollars *
E . \ As of September 30, | ’
\ i ;2006 2005 | 2008
Trading purposes l ‘ ; ¥209,715  ¥151,471 $1,778.604 |
Other | 87,240 92,916 | 739,891
Total } ' T ¥296,955 ¥244,387 $2,518,495
, :
]

E 2006 b, 2005 . 2006 .

' Unrealized ! ' H Unrealized | Unreaiized

i loss Fair value loss Fair value loss
Trading purposes ¥209,715 ¥(8,536)

¥(805) $1.778.604i $(72,403)

39
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5. Tfading Assels

Trading assets as of September 30, 2006 and 2005 consisted of the following:
Thousands of

Miliions of yen U.5. dollars
As of September 30,
2006 2005 2006
Trading securities ¥ 23,039 ¥ 4656 $ 195,395
Derivatives for trading securities 8,944 8261 75,860
Securities held to hedge trading transactions © 284,890 41,833 2,416,171
Derivatives for securities held to hedge trading transactions 6,789 854 57,581
Trading-related financial derivatives 99,760 64,269 846,071
Total ¥423,423 ¥119,876 $3,591,078

6. Monetary Assets Held in Trust
{a) Monetary assets held in trust as of September 30, 2006 and 2005 consisted of the following:
' Thousands of

Millions of yen U.5. dollars
As of September 30,
2006 2005 2006
Trading purposes ¥336,670 ¥223,233 $2,855,314
Other 169,893 170,460 1,440,876
Total - ¥506,563 ¥393,694 $4,296,190
(b} The fair value and the unrealized loss of monetary assets held in trust for trading purposes as of September 30, 2006 and 2005 were as follows:
Millions of yen Thousands of U.S. dollars
As of September 30,
2006 2005 2006
Unrealized " Unrealized Unrealized
Fair value loss Fair value loss Fair value loss
Trading purposes ¥336,670 ¥(6,473) ¥223,233 ¥(6,071) $2,855,314  $(54,906}

{¢) The acquisition cost, which is the same as the book value, of monetary assets held in trust for other than trading purposes as of September 30, 2006 and
2005 was ¥169,893 million {U.$.$1,440,876 thousand) and ¥170,460 million, respectively.

{a} Securities as of September 30, 2006 and 2005 consisted of the following:
Thousands of

Milliens of yen U.5. dollars
As of September 30,
2006 2005 2006

Trading securities . ¥ 200,137 ¥ 76,341 $ 1,697,375
Securities being heid to maturity 346,909 160,534 2,942,159
Securities available-for-sale:

Marketable securities, at fair value 945,780 1,163,046 8,021,207

Book value of securities whose fair value is not readily determinable 213,261 253,653 1,808,678
Investments in unconsolidated subsidiaries, at cost and affiliates using the equity method 65,704 24,714 557,240

Total ¥1,771,793 ¥1,678,291 $15,026,659

The above balances do not include securities held in relation to securities borrewing transactions with or without cash collateral, securities purchased
under resale agreements or securities accepted as collateral based on derivative transactions, where the Group has the right tc sell or pledge such securities
without restrictions. The balances of those securities as of September 30, 2006 and 2005 were ¥72,565 million (U.5.$615,435 thousand) and ¥25,479
million, respectively.

{b) The amortized cost and the fair value of marketable securities (other than trading securities) as of September 30, 2006 and 2005 were as follows:
Millions of yen -
As of September 30, 2006 As of September 30, 2005

Gross Gross Gross Gross
Amortized unrealized unrealized Amortized unrealized unrealized
cost gain loss Fair value cost gain loss Fair value
Securities being held to maturity: . )
Japanese national government bonds ¥314,437 ¥ 54 ¥1,419 ¥313,112 ¥ 160,534 ¥ 0 ¥ 793 ¥ 159,741
Japanese corporate bonds 32,472 9 5 32,476 — — — —
Total ) ¥346,908% ¥ 103 ¥1,424 ¥345,589 ¥ 160,534 ¥ 0 ¥ 753 ¥ 159,741
Securities available-for-sale:
Equity securities ¥ 11,984 ¥2,332 ¥ 885 ¥ 13,432 ¥ 16,604 ¥4,502 ¥ 223 ¥ 20,883
Japanese national government bonds 396,134 67 3,265 392,936 469,996 8 2474 467,531
Japanese local government bonds 71,796 0 31 71,764 166,163 ¢ 80 166,083
Japanese corporate bends 185,996 270 90 186,175 367,908 109 102 367,915
Other, mainly foreign debt securities 280,215 1,633 405 281,470 137,424 4,143 743 140,632
Total ¥946,127 ¥4,304 ¥4,678 ¥945,780  ¥1,158,097 ¥8,763 ¥3,623 ¥1,163,046




Thousands of U.5. dsllars

Gross Gross
1 Amortized unrealized unrealized
! cost gain loss Fair value
Securities being held to maturity:
Japanese natwonal government bonds  $2,666,76¢ $ 799  $12,034 $2,655,525
lapanese corporate!bonds 275,399 83 43 275,439
Total i $2,942,159 § 882 $12,077 $2,930,964
Securities available-for-sale: ;
Equity securitiés ‘I $ 101,641 $19,785 % 7,506 % 113,920
Japanese natlonal government bonds 3,359,637 574 27,695 3,332,516
Japanese local g:wernment bonds 608,907 0 269 608,638
Japanese corpor.itelbonds 1,577,444 2,291 769 1,578,966
Qther, mainly foreign debt securities 2,376,524 13,855 3,442 2,387,167
Total [ $8,024,153  $36,505 $39,681 $8,021,207

b
Gross unreahzec gains and losses as of September 30, 2006 and 2005, as presented above, do not inclu

gains or losses hav= been recorded in other business:income, net.

¥323 millipn (U.S. $2 741 theusand).

i
1 '

C*m—rm A e b i

As of September 30, 2006 .

securities with emhedded derivatives, which are carried at ¥27 million (gain) (U.S.$231 thousand) and ¥191 mIHIOf'I (loss), respectively, and for which the

Individual secuntles are written down when a decline in falr value below the cost of such securities is deemed to be other than temporary. The amount
written down is acc ounted for as impaired loss. Impalred loss of marketable securities available-for-sale for'the six months ended September 30, 2006 was

l
V

) b
{c) Securities availabl\e-for—sale sold during the six months ended September 30, 2006 and 2005 were as follows: :
Millions of yen

+ i | |
Notes 1o Interim Consolidated Financial Statéments (Unaudited)
!

|
|
|
|

de the vaJuahon gains or losses related to certain

n . Six months ended September 30, 2006

i

1

' Six months ended September 30, 2005 |

’ Thousands of U.5. dollars

) . Total Total ! Total | Total
. \ amount of amount of ! ' ameunt of amount of
' | Proceeds gains cn lesses on :Proceeds gains on losses ‘on
i fram sales sales sales | from sales sales sales
Securities available-for-sale sold. | ¥99,025 ¥8,218 ¥1,934 ¥361,094 ¥2,685 ¥2,228 .

I

Six months ended September 30, 2006 |

h Total Total
¢ amount of amount of
Preceeds gains on losses on
. from sales sales sales
Securities available-for-sale sald $839,844 $69,698 $16,406

{d) The book value of securities available-for-sale whose fair value is nol readily determinable as of September 30 2006 and 2005 was as follows:

Thousands of

Millions of yen U3, collars
f As of September 30, |
: 2006 2005 | 2006 |
Equity securities | ¥ 6,754 ¥ 5375 $ 57,2834
Japanese local government bonds ) 4 105 H 34
Japanese corporate bonds ! 131,421 215,327 1,114,596 '
Foreign securities i . - 61,731 23,846 523,546 '
Other ‘ . ;13,339 8,998 | 113,219
Total I ] ¥213,261 ¥253,653 $1,808,678 :
! . i . | .
(e) Redemption schedules for securities being held to maturity and available-for-sale as of September 30, 2006 and 2005 were as follows: l
t ! Millions of yen | | . ,
1 As of September 30, 2006 , ) As of September 30, 2005 | ,
1 year Over L year  Over 5 years Over 1 year Over 1 year  Over 5 years | Quer
oF |ess 1o © years to 10 years 10 years or less to 5 years to 10 years | 10 years .
Bonds: ' o .
Japanese national government bands ¥202,392 ¥455,164 ¥ 2,459 ¥ 47,357 ¥289,842, ¥203,1%0 ¥ 80,520 ¥54,513 |
Japanese local government bonds 71,754 4 g — 165,066, 1,113 ] -
Japanese corporate bonds 162,714 176,021 13,057 41,800 352,558, 228,745 1,937 — -
Subtotal l 436,861 631,191 15,525 89,158 807,467 433,049 82,466 l 54,513 |
Other 6,355 101,573 130,984 138,360 ' 5,623, 98,680 42,323 17,708
Total | ¥443,217 ¥732,764  ¥146,509 ¥227,519 ¥813.091' ¥531,730 ¥124,789 | ¥72,221 |
1 - - ;
Thousands of U.S. dollars i ‘
As of September 30, 2006 ! |
1 year Over 1 year Qver b years Over .
or less te b years to 10 years 10 years \
Bonds: I , '
Japanese national government bonds $1,716,501 $3,860,274 § 20,859 $ 401,641 .
Japanese lacal government bonds 608,557 38 78 — o
Japanese corporate bonds 1,379,987 1,492,850 110,738 354,516 '
Subtetal [ ' 3,705,045 5,353,162 131,675 756,157 Co
Dther 53,904 861,448 1,110,882 1,173,443 |
Total [ $3,758,949 $6,214,610 $1,242 557 $1,929,600 ! !
i i’
f |
‘ | 41
" | '
. ‘ } |
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8. Loans and Bills Discounted

Loans and bills discounted as of September 30, 2006 and 2005 consisted of the fallowing:
Thousands of

Millions of yen U.5. dollars
As of September 30,
2006 20056 2006
Loans on deeds ¥3,931,343  ¥3,184,555  $33,341,902
Loans on bills 117,647 137,248 997.770
Bills discounted 356 70 3,020
Overdrafts 732,072 506,196 6,208,743
Total . ¥4,781,419 ¥3,828,070 $40,551,435

(a) Loans and bills discounted include loans to bankrupt obligors totaling ¥2,077 million {U.5.$17,61% thousand) and ¥3,348 million as of September 30,
2006 and 2005, respectively, as well as non-accrual delinquent loans totaling ¥19,401 million (U.S.$164,543 thousand) and ¥48,202 million as of
September 30, 2006 and 2005, respectively.

Non-acerual delinquent loans include loans classified as “possibly bankrupt” and “virtually bankrupt” under the Bank’s seli-assessment guidelines.

In addition to non-accrual delinquent loans as defined, certain other loans classified as “substandard™ under the Bank's self-assessment guidelines
inciude loans past due for three months or more.

Loans past due far three months or mere consist of loans for which the principal and/or interest is three months or more past due but exciude loans to
bankrupt obligors and non-accrual delinquent loans. The balances of loans past due for three months or more as of September 30, 2006 and 2005 were
¥4,125 million (U.$.$34,992 thousand) and ¥2,530 millien, respectively.

Restructured loans are loans where the Group relaxes lending conditions, such as by reducing the original interest rate, or by forbearing interest payments
of principal repayments to support the borrower's rearganization, but exclude loans to bankrupt obligors, non-accrual delinquent loans or loans past due for
three months or more. The cutstanding balances of restructured loans as of September 3G, 2006 and 2005 were ¥38,241 millien (U.S.$324,329 thousand)
and ¥36,068 million, respectively.

(b) The total outstanding amounis deducted from the loan account for (oan participations as of September 30, 2006 and 2005 were ¥125,737 million
(U.5.$1,066,382 thousand) and ¥127,911 miliion, respectively. This “off-balance sheet” treatment was in accordance with guideline issued by the JICPA.

(¢} The amount of loans sold through senior certificates under a collateralized loan obligation {*CLQ") securitization totaled ¥183,5646 million (U.5.$1,557,514
thousand) and ¥252,812 million as of September 30, 2G06 and 2005, respectively, with the subordinated certificates retained by the Bank totaling ¥67,373
million (U.S.$571,394 thousand) and ¥97,856 millien as of September 30, 2006 and 2005, respectively, recorded 2s loans.

A reserve for credit losses was established based on the aggregate amount of the senior and subordinated certificate portions described above, taking into
consideration all credit risks to be abserbed by the subordinated certificates. .

(d) Bills discounted, such as bank acceptances bought, commercial bills discounted, documentary bills and foreign exchange contracts bought, are
accounted for as financing transactions in accordance with Industry Audit Committee Report No. 24 issued by the JICPA, although the Bank has the right to
sell or pledge them without restrictions. The face values of such bills discounted held as of September 30, 2006 and 2005 were ¥199 miltion {U.5.$1,695
thousand} and ¥75 million, respectively.

9. Dther Assets

Other assets as of September 30, 2006 and 2005 consisted of the following:
Thousands of

Millions of yen L).S. dollars
As of September 30,
2006 2005 2006
Accrued income ¥ 44,053 ¥ 36,423 $ 373,619
Prepaid expenses 7,356 6,227 62,394
Fair value of derivatives 67,874 21,589 575,648
Financial stabilization fund contribution 70,239 70,239 595,700
Accounts receivable 53,678 70,506 455,253
Installment receivables 483,950 115,677 4,104,403
Security deposits 16,178 15,874 137,212
Other 100,863 106,325 855,424
Total ¥844,194 ¥742,864 $7,159,653

Instaliment receivables in other assets as of September 30, 2006 and 2005 include credits to bankrupt obligors totaling ¥1,252 million (U.5.510,624
thousand) and ¥1,86Q million, nan-accrual delinquent credits totaling ¥3,575 mitlion {U.5.$30,324 thousand} and ¥5,373 million, credits past due for
three months or more of ¥2,066 million (U.8.$17,522 thousand) and ¥1,068 million, and restructured credits of ¥13,985 million (U.5.$118,615
thousand} and ¥17,634 million, respectively. :

10, Premises and Equipment

Premises and equipment as of September 30, 2006 and 2005 consisted of the following:
Thousands of

Millions of yen U.S. dollars
As of September 30,
2006 2005 2006

Lang ¥ 41,756 ¥ 43,597 $ 354,137
Buildings 50,062 49,000 424,580
Tangible leased assets 475,546 367,521 4,033,131
Other 16,862 16,258 143,016

Subtatal 584,227 476,378 4,954,864
Accumulated depreciation (186,075) {72,980) (1,578,113}

Net book value ¥398,152 ¥403,397 $ 3,376,751




11. Intanglble ssets

|
Intangible assets as of September 30, 2006 and 2005 consisted of
the foillowing:

Thousands of
Millions of yen L.S. dellars

As of September 30,

Notes to interim Consolidated Financial Statements (Unaudited}
H :

Trading liabilities as ¢f September 30, 2006 and 2005 consisted of

the following:

Thousands of
U3 dollars

As of September 30,

Milligns of yen

. il © 2006 2005 2006 n
Intangibles acquirerd through . Derivatives for trading securities | ¥ 15,756 ¥ 3,921 | $133,635
acquisitions | sj ¥ 63,887 ¥ 72654 $ 541,836 Securities related to trading | | o
Software i i 25,432 25,985 215,690 transactions sold for short sales; —_ 217 _
Intangible leased assets 42,214 42,792 358,022 Derivatives for securltles held : f
Goodwill, net i 216,411 229,614 1,860,836 to hedge trading transactions ' 1,073 952 9,108
Other i 134 '131 1,138 Trading-related financiall | X
Total [ ¥351,079 ¥371,178 $2,977,522 derivatives ! | 89,487 74,402 758,947
Other 316 588 | 2,681
’ ¥106,634 ¥80,083 | $904, 371 |

Reserve for credlt Iosses as of September 30, 2006 and 2005 consisted
of the following:

| Thousands of
Millions of yen U.5. dellars

\ As of September 30,
b 2006 2005 2006
Reserve for loan ldsses:

General reserve ¥ 50,893 ¥ 76,074 $ 431,631
Specific reserve 49,642 46,322 421,017
Reserve for loans to .
restructuring couniries 6 | 16 53
Subtotal 100,541 122,413 852,701
Specific reserve for cther \
credit losses 33,278 33,566 282,234
Total ¢ ¥133,820 ¥155,980 $1,134,935

N
| |
' . |
13. :I:Jepositsi |r|Elud;ng Negpﬁabig Cértificates of Depfc{sit:

Deposits, including négotiable certificates of deposit; as of September
30, 2008 and 2005 consisted of the following: '

i 2006 2005 | 2008 |

i
Total f
{

|16 Borrowed Money'- :

b
,
E |

Borrowed money as of Septem ber 30, 2006 and 2005 consisted of

the following:

¥
!
v
L
[
I

Thousands ¢f
i Millions of yen 'U.5. dollars

 As of September 30, ) |
' 2006 2005 | 2006

Subordinated debt |
Borrowings from the Bank of
Japan and other financial

institutions i

¥ 106,000¥ 185000 §' 898.991!

© 1,107,998 981966 9,396,986

Total

! ¥1,213,998¥1,166,966 $10,295, 977

|
Annual maturities of borrcwed money as of September 30, 2006 were

as follows: i

|
' Thousands of

2006 2005 2006

Current ¥ 28,729¥ 46,541 $ 243,660
Ordinary 1,305,638 1,083,890 11,073,175
Notice 25,364 16,491 215,121
Time . 2,836,302 2,148,625 24,054,807
Negotiable certificazes of ;

deposit 348,388 319,292 2,954,699
Cther 401,317 346,548 3,403,593

Total | ¥4,945,741 ¥3,564,390 $41,945,055

I' l
|

Debentures as of Sn=ptember 30, 2006 and 2005 consmted of the
fellowing: l

. Thousands of
Millions of yen U.S. dollars

As of September 30,

2006 2005 2006
Cougon debentures ¥758,891 ¥1,176,827 $6,436,18%
Discount debentures — 4,901 —

Total | ¥758,891 ¥1,181,728
I
Annual maturities of debentures as of September 30 2006 were as

follows: .

$6,436,189

Thousands of

Year ending September 30 Millions'of yen U.S. dallars
2007 ¥125038 $1,060,455
2008 171,619 1,454,661
2009 157,360 1,334,584
2010 143,640 1,218,221
2011 and thereafter 161,332 1,368,268

¥758,891  $6,436,189

Total |

A . )

117. Foreign Exchané‘ég

The assets and liabilities related to foreign currency trade financing
activities of the Bank as of September 30, 2006 and 2005 consisted .

of the following:

Year ending September 30 . Millions of yen |U.S. dollars
2007 ;! ¥ 544784 $|4,620, 341
2008 [ 129,834 1,101,135 i
: 2009 ! 168,269 1,427,103
Thousands of 2010 ! 120,310 1,020,355
Millions of yen U.S. dollars 2011 and thereafter ; 250,799 2,127,043
As of September 30, Total g i ¥]1,213,998 $10,295,977 :

; !
' '
‘

O

i

Thousands of
Millions of yen lu.5. doflars !

As of September 30,

¥4 ¥170 | 34

ot 2006 2005 .| 2006 |

Foreign exchange assets: ' '

Foreign bills bought { : ¥ 7¥ 5 $ 61 l
Foreign bills receivable 589 4,526 5, 000

Due from foreign banks 13,311 8,349 112,899 ‘

Tatal i : ¥13,908 ¥12,881 | $117, 960 I

1 |

Foreign exchange Iiabi\itie:&:I ! . )

Foreign bills payable ! I ¥3 ¥168 $26

Due to foreign banks | ' 1 1 116 I

Total J 2 ;

|

!

18. Corporate Bondéﬁl "

Corporate bonds as of September 30, 2006 and 2005 consisted of
the following: I

1

1

\ ,
. Thousands of |
b Millions of yen IU.3. dollars

' As of September 30, .
' 2006 2005 | 2006

Corporate bonds ¥ 42984 ¥11,745 $ 364,557
Subordinated bonds ' 257,642 70,270 12,185,079
Total ! I ¥300,627 ¥82,016 $2,549, 636 |

D |
In February 2006, the Bank |ssued €1.0 billion of step-up callable’
subordinated notes, The subordmated notes bear interest at a fixed rate

af 3.75% for five years.:

—

‘
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Annual maturities of corporate bonds as of September 30, 2006 were
as follaws:
Thousands of

Year ending September 30 Milliens of yen U.S. dollars
2007 ¥ 3498 3% 29668
2008 1,073 9,102
2009 17,091 144,955
2010 2,882 24,447
2011 and thereafter 276,081 2,341,464

Total ¥300,627 $2,549,636

19. Other Liabilities

Other liabilities as of September 30, 2006 and 2005 consisted of the
following:
Thousands of
Millions of yen U.8. dollars

As af September 30,

2006 2005 2006
Accrued expenses ¥ 54,295 V 47350 § 460,478
Unearned income 2,354 2,255 19,972
Income taxes payable 1,615 2,452 13,700
Fair value of derivatives 63,575 16,586 539,183
Deferred gains on derivatives
for hedging purposes — 2,481 —
Matured debentures,
including interest 34,589 38,733 293,355
Trust account 30,145 46,044 255,666
Accounts payable 93,763 85,938 795,215
Deferred gains on instaliment
receivables 62,854 73,829 533,068
Deposits payable 114,391 106,149 970,158
Other ) 162,140 79,980 1,375,123
Total ¥619,725 ¥501,842 $5,255,918

20. Acceptances and Guarantees

Acceptances and guaraniees as of September 30, 2006 and 2005
consisted of the following:
Thousands of
Millions of yen U.S. deilars

As of September 30,

2006 2005 2006
Guarantees ¥789,451 ¥1,002.414 $6,695,371
Letters of credit — 47 —
Total ¥789,451 ¥1,002,462 $6,695,371

21. Assets Pledged as Collateral

Assets pledged as collateral and debts collateralized as of September 30,
2006 and 2005 consisted of the fellowing:

Thousands of

Millions of yen U.S. deilars

As of September 30,

2006 2005 2006
Assets: )
Cash and due from banks ¥ 70 ¥ 10 % 594
Trading assets 41,415 — 351,243
Securities 274,190 325,269 2,325,423
Loans and bills discounted 95,000 102 805,699
Other assets —_— 1,329 —
~ Premises and equipment — 321 —
Debts:
Deposits, including negotiab'e
certificates of deposit ¥ 598 ¥ 5457 % 5,072
Collateral related to securities
lending transactions T 41,407 5,672 351,178
Borrowed money 84,593 3,276 717,440
Other liabilities — 1,225 —
Acceptances and guarantees 9208 — 7,707

A total of ¥44,737 million (U.5.$379,418 thousand) and ¥1,962
million of unearned lease claims are pledged as collateral for the above-
mentioned borrowed maney as of September 30, 2006 and 2005,
respectively.

In addition, ¥175,001 million {U.5.$1,484,193 thousand) of securilies -
as of September 30, 2006, and ¥125,870 million of securities as of
September 30, 2005 were pledged as collateral fer transactions, including
exchange settlements, swap transactions and replacement of margin for
future trading.

Also, ¥10,203 million (U.5.$86,536 thousand) and ¥7,899 million of
margin deposits for futures transactions outstanding were included in other
assets as of September 30, 2006 and 2005, respectively.

22. Resolittion of Public Funds

On July 31, 2006, the DIC accepted the Bank's proposal for the Resolu-
tion and Collection Corporation (the “RCC™) to dispose of its holdings of
the Bank's common shares through a market transaction, following the
conversion of 300,000 thousand out of the 600,000 thousand Class B
preferred shares issued by the Bank injo 200,033,338 of the Bank's
common shares. The conversion price of the preferred shares was
¥599.90. In grder fo respond to a subsequent sale by the RCC, the
Bank's Board of Directors approved the purchase of up to 201,000,000
common shares for a maximum amount of ¥154 billion as treasury stock.
Effective August 1, 2006, the conversion price of the remaining 300,000
thousand Class B preferred shares was revised from ¥599.90 to ¥735.

On August 16, 2006, the Bank proposed and obtained approval from the
DIC for the RCC's sale of the Bank's common shares through a market trans-
action, In order to purchase the common shares in response to such a sale
by the RCC, the Bank determined to ptace a purchase order at the closing
price of ¥753 on the Tokyo Stock Exchange as of August 16, 2006 through
ToSTNeT-2, the system of the Tokyo Stock Exchange for transactions at
closing price, 10 be effected at 8:45 a.m. on August 17, 2006.

On August 17, 2006, following the RCC's sale of iis holdings of the
Bank's common shares (200,033,000 shares) through ToSTNeT-2, the
Bank placed a purchase order for the 200,033,000 shares through
ToSTNeT-2. Due to additional orders by others, the Bank's order resulted
in the purchase of 175,466,000 shares for the aggregate amount of
¥132,125,898,000.

The Bank purchased an additional 338 shares, the shares representing
any fraction of the ene unit of shares (tangen-kabu), following the request
by the RCC pursuant to Article 192 of the Corporate Law.

23. Preferred Securities Issued by Subsidial:‘ies Qutside lapan

In February 2006, Shinsei Finance (Cayman) Limited, the Bank’s wholly
owned subsidiary, issued U.5.$775 million of step-up non-cumulative
perpetual preferred securities. Dividends on the securities are payable on
a non-cumulative basis annually in arrears at a rate of 6.418% until July
2016. After July 2016, dividends on the securities will be calculated at
a floating rate of LIBOR plus 2.22%. On July 20, 2016 or any dividend
payment date thereafter, Shinsei Finance {Cayman) Limited may redeem
the securities at a price equal to the liquidation preference together with
any dividends otherwise payable.

In March 2006, Shinsei Finance Il (Cayman) Limited, the Bank's
wholly owned subsidiary, issued U.5.$700 million of non-cumulative per-
petual preferred securities. Dividends on the securities are payable on a
non-cumulative basis annually in arrears at a rate of 7.160% until July

+ 2016, After July 2016, dividends on the securities will be calculated at

a floating rate of LIBOR plus 1.87%. On luly 25, 2016 and on each divi-
dend payment date falling at ten year intervals thereatter, Shinsei Finance
Il (Cayman) Limited may redeem the securities at a price equal to the
liquidation preference together with any dividends otherwise payable.

These preferred securities are accounted for as minority interests in the
interim consolidated financial statements of the Bank.

The authorized number of shares of capital stock (commeon stock and

preferred stock) as of September 30, 2006 was as follows:

{a) 2,500,000 thousand common shares.

{b) 674,528 thousand preferred shares, nan-voting and ranking prior to
common shares with respect to payment of dividends and distribution on
liguidation cr winding-up of the Bank. The dividend rate and redemption
and conversion rights, if any, are to be determined by the Board of
Directers of the Bank prior to issuance.




!
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The following table shows changes in the number ¢f shares of common
stock, preferred stock and treasury stock for the six months ended
September 30, 2(,‘;06 '

Preferred Preferred
Comman stock i stock Treasury
stock Class A 'Class B stock
Qutstanding i
' member of
Fl shares Shares ! Shares Shares

A (thousands) (thousands) ({thousands) (thousands}-

Six menths ended’ ¥
September 30, 2006:

Beginning of perlod 1,358,537 74,528 600,000 17
Increase \ 200,03300 — - — 18162200
Decrease i - — {300,000)"Y (189}
End of period | 1 1,558,570 74,528 300,000 181,450
Mote: D These changes were due to the commencement of the resolution of
public funds!

25. Stock Acquilsition Rights'

The Bank issues stock acquisition rights as a stock optton plan to direc-
tors, statutory executive officers and employees of the Bank and its wholly
owned sub5|d|ar|es as well as its senior advisors.

Stock acquwsmon rights provide eligible individuals (the “holders”)
with the right to purchase common stock of the Bank without any consid-
eration at an exchange rate of one thousand common shares to one stock
acquisition right. The amount of money to be paid upon exercising stock
acquisition rights is the amount calculated by multiplying the payment
amount per share (the ‘exercise price”) and the number of common
shares.that can be purchased through the exercise of,one stock acquisi-
tion right. Condltloﬂs are stipulated in the “Agreement on the Grant of
Stock Acquisition’ \Rights” entered intc between the Bank and the holders
to whom stock acqmswtmn rights were allotted based on the resolution of
the annual general meeting of shareholders and the meetings of the Board
of Directors which resolves the issuance of stock acquwsmon rights
afterwards.

Based on the resclution of the annual general meetmg of shareholders
on June 24, 2005, the Bank issued 20,042 stock acqulsmon rights,
which are exchangeable for up to 20,042 thousand common shares,
between June 27 J2005 and May 25, 2006. The exercise pericd is from
July 1, 2005 to June 23, 2015 and the exarcise prices vary from ¥601 to
¥825. The follome table shows the details of the stock acquisition rights
issued during the Six months ended September 30, 2006

Total number of '
stock acquisition  Total number of |Exermse Exercise
Date of issuance rights issued holders . period price
May 25, 2006 5,342 462 Juné 1, 2008-
June 23, 2015 ¥825
May 25, 2006 3,027 40 June 1, 2006
Juné 23, 2015 ¥825
May 25, 2006 1,439 135 June 1, 2008~
' June 23, 2015 ¥825
May 25, 2006 331 35 June 1, 2006~ -
Jun? 23,2015 ¥825

At the annual general meeting of shareholders on June 27, 2006, the
Bank obtained approval for the issuance of up to a total of 12,000 steck
acquisition rights.}Based on this approval, the Bank has not issued any
stock acquisition rights yet as at Septernber 30, 2006. Therefore, the
remaining 12,000 stock acquisition rights, which are exchangeable for up
to 12,000 thousand commen shares, may be issued by the closing of the
next annual general meeting of sharehclders scheduled to be held in
June 2007,

Total number of stock acquisition rights outstandmg as of September
30, 2006 and 2005 was 26,972 and 19,972, respactively.

At the annual general meeting of shareholders on June 27, 20086, the
Bank obtained approval to acquire up to 30,000 thousand of its comman
shares at an aggregate acquisition price of up to ¥30,billion as treasury
stock in order to echute the stock option plan. The acquisitions can be
made within one year from the closing of the annual general meeting of
shareholders on June 27, 2006. !

1
[
'
i
'
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Net tradmg income for the six months ended Septernber 30, 2006 and
2005 consisted of the foIIowmg

Thousands of

Millions of yen 1.5, doflars

) 5ix months ended September 30, ¢

s ' 2006 2005 [ 2006 |

Income frem trading securities ¥ 1,200 ¥ 2828 $10,183 E
Income from securities hpld‘tc 3
hedge trading transactions 3,903 1,527 33,108 |
Income from trading-related: . ' I
financial derivatives " 6,324 8,435 53,641
Other, nat N ) (156} 47 (1,326)]

Total i ) ¥11,272  ¥12,743 | $95,607 .

3

27. Other Business

“QOthet, net” in other busxness irncome, net, for the six manths ended
September 30, 2006 and 2005 ‘consisted of the following: |

[ Thousandsof‘!

Millions of yen 1U.5. dollars
Six menths ended September 30,

P 2006 2005 | 2006
Losses from derivatives |. ' !
for banking purposes, net , ¥{6,18B9) ¥(1,268) $(52, 494)
Equity in net (loss) income of affiliates  {(3,547) 2.056 (30, 090)
Gain on lease cancellation and
other lease income, net ' 1,289 898 10,932 |
Other, net . : 1,409 5,286 11,957 !
Total X . ¥(7,038) ¥6973 | ${59, 695)
|28. Net Credit Costs' ’

Net credit costs for the six months ended September 30, 2006 and 2005 '
consisted of the following:

Thousands of
Millions of yen U.S. dollars

L Six months ended September 30, |

f { 2006 2005 | 2006 '

Losses on write-off of ledns ,  * ¥ 403 ¥ 1611 [$ 3,419
Net provision of reserve for . ;
loan {osses: ' .
Net provision of general . . '
reserve for loan losses 24,752 27.644 209,931 !
Net reversal of specific ' .
reserve for loan losses (20,752) (17,396) (178, 002)}

Net provision of reserve for
loan losses te restructurlng

countries i ) 0 10 .5
Subtgtal ) 4,001 10,258 | 33,934 |
Net provision of specific reserve |
for other credit losses | . 32 1,105 279
Losses on write-off of bonds ) — 165 -
Other credit costs relating to ' I
leasing business : 798 1417 6,769 |
Total . ¥ 5235 ¥ 14562 (3 44,401

; | '
{ .

|
Other gains {losses), net, for theisix months ended September 30, 2006
and 2005 consisted of the fio\lov?ing:

If . Thousands of
Millions of yen U.S. dollars |

| . 5
I Six months ended September 30,

) P 2006 2005 | 2008 |
Met gain (loss) on disposal of ! ‘
premises and equipment ! . ¥ 2,073 ¥ (B2) $ 17,588 .
Pensicn-related costs k 1 {302} (3786) (2,567)
Gain on prescription of debentures 108 112 924
Recoveries of written-off clalms 117 303 1,000 |
Gain on sale of sub5|d|ary s stock, — 2,371 T—
Other, net : | : {1,391) (694) (11,803)!
Total i ¥ 606 ¥1654 ' § 5142

ro

; i

i
|

45




Notes to Interim Consolidated Financial Statements (Unaudited)

46

30. Lease Transactions

(a) Finance lease transactions, under which the ownership of the property
is not deemed to transfer to the lessee as of September 30, 2006 and

2005 consisted of the foliowing:

As Lessee

The assumed amounts of acguisition cost, accumulated depreciation and
net balance of leased assets as of September 30, 2006 and 2005 were
as follows: ’

Thousands of

Millions of yen U.5. dollars
As of September 30,
Leased assets 2006 2005 2006
Acquisition cost:
Equipment ¥3,147 ¥2,871 $26,696
Qther 221 219 1,882
Total ¥3,369 ¥3,090 $28,578
Accumulated depreciation:
Equipment ¥1,489 ¥ 700 $12,630
Other 101 123 858
Totat ¥1,590 ¥ 824 $13,488
Net balance:
Equipment ¥1,658 ¥2,170 $14,065
Other 120 56 1,024
Total ¥1,779 ¥2,266 $15,089

Lease obligations as of September 30, 2006 and 2005 consisted of
the following: .

Thousands of

Milliens of yen U.S, dollars
As of September 30,
2006 2005 2006
Obligations: - '
Due within one year ¥ 829 ¥ 746 $ 7,037
Due after one year 1,027 1,592 8,714
Total ¥1,857 ¥2,339 $15,751

For the six months ended September 30, 2006 and 2005, total lease
payments were ¥464 million {U.5.$3,935 theusand) and ¥4 18 million,
assumed depreciation expenses were ¥428 million {U.S.$3,635 thou-
sand) and ¥382 millicn, and assumed interest expenses were ¥32 million
(U.5.$276 thousand) and ¥40 million, respectively.

Assumed depreciation expense is calculated using the straight-line
method over the useful life of the respective leased assets with zero
residual value, The difference between total lease payments and the
assumed acquisition cost of leased assets is charged to assumed interest
expense and is allocated to each period using the interest method.

As Lessor
Acquisition cest, accumulated depreciation and net balance of leased
assets as of September 30, 2006 and 2005 were as follows:

Thousands of

Millions of yen U.S. dollars
As of September 30,
Leased assets 2006 2005 2006
Acaouisition cost:
Equipment ¥421,604 ¥332,676 $3,575,650
Other 72,528 58,069 615,118
Total ¥494,133 ¥391,746 $4,190,768
Accumulated depreciation:
Eguipment ¥148,424 ¥ 53,865 $1,258,792
Other 25,190 9,376 213,643
Total ¥173,614 ¥ 63,342 $1,472,435
Net balance:
Equipment ¥273,180 ¥278,710 $2,316,853
Other 47,337 49,693 401,475
Total ¥320,518 ¥328,404 $2,718,333

Future lease payment receivables as of September 30, 2006 and 2005
consisted of the fallowing:

Thousands of

Millicns of yen J.$. dollars
As of September 30,
2006 2005 2006
Future lease payment recevables:
Cue within cne year ¥112,918 ¥116976 $ 957,669
Due after one year 338,423 227,282 2,870,184
Total ¥451,342 ¥344,258 $3,827,853

For the six months ended September 30, 2006 and 2005, total lease
revenues were ¥69,147 million (U.S.$586.445 thousand) and ¥72,765
million, depreciation expenses were ¥61,438 million (U.5.$521,060
thousand) and ¥62,151 mi'lion, and assumed interast income was
¥8,169 million {U.5.$69,288 thousand) and ¥7,508 million,
respectively. -

Depreciation expense is calculated using the straight-line method over
the leasing period. The difference between fotal lease revenues and
acquisition cost of leased assets is credited to assumed interest income
and is allocated to each period using the interest method.

(b) Non-cancelable operating lease obligations as lessee and future lease
payment receivables as lessor as of September 30, 2006 and 2005
consisted of the following:

As Lessee
Thousands of
Millions of yen U.S. dollars
As of September 30,
2006 2005 2006
Obligations:
Due within one year ¥1,410 ¥1,298 $11,962
Due after one year 4,435 5,066 37,614
Total ¥5,845 ¥6,365 $49,576
As Lessor
Thousands of
Millions of yen .5, dollars
As of September 30,
2006 2005 2006
Future lease payment receivables:
Due within one year ¥ 8168 ¥ 418 $ 69,279
Due after one year 8,138 11,447 69,024
Total ¥16,307 ¥20,865 $138,303

31. Segment Information

{a) Business Segment Information

The Group is engaged in banking and other related activities such as
trust, securities and other businesses. Business segment information,
however, has not been presented as the percentage of the other
activities is not material to the banking business.

]

(b) Geographic Segment Information
Since the proportion of business that the Group cenducts in Japan exceeds
90% of operating income, geographic segment infermation is not presented.

(c) Foreign Operating tncome

Fareign operating income is comprised of income from transactions at over-
seas branches and consolidated overseas subsidiaries, The composition of
this volume of such transactions for the Group did not reach 10% of its
operating income, therefore foreign operating income information is not
presented,

32. Off-Balance Sheet Lending-Related F'mfancial instruments

The Bank and certain of its consolidated subsidiaries issue commitments
to extend credit and establish credit lines for overdrafts to meet the
financing needs of their customers. The unfunded amounts of these
commitments were ¥4,443,476 million {U.5.$37,685,321 thousand)
and ¥3,579,203 million as of September 30, 2006 and 2005, cut of
which the amounts with eriginal agreement terms of less than one year or
which were cancelable weare ¥4,203,890 million (U.5.$35,653,388 thou-
sand) and ¥3,360,162 million as of September 30, 2006 and 2005,
raspactively. Since & large majority of these commitments expire without
being drawn upon, the unfunded amounts do not necessarily represent
future cash requirements. Many of such agreements include conditions
granting the Bank and consolidated subsidiaries the right to reject the
drawdown or to reduce the amount on the basis of changes in the finan-
cial circumstances of the borrower or other reasonabie grounds.

In addition, the Bank obtains collateral when necessary to reduce
credit risk related to these commitments.
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33. Derivative F‘ﬂnarﬁgqi Instruments’
(a) Interest Rate-Related Transactions
Interest rate-related transactions as of September 30, 2006 and 2005 were as follows: |
Milliens of yen |

. N As of September 30, 2006 { i As of September 30, 2005
i Contract/ K ' Contract/ |
f ! Notional Fair Unrealized - Notienal Fair Unrealized
b . principat value gain {loss) E principal value gain {loss)
Futures contracts (listed) . ¥ 364,429 ¥ (145} ¥ (149) ¥ 22,825 ¥ 2 ¥ 2
Interest rate options (listed) 110,892 (4) (8) l 92,363 23 -]
Interest rate swaps (over the-counter) 9,371,067 (3,201) (3,201) 16,150,479 282 282"
Interest rate Swaptltms {over-the-counter) 4,250,987 28,468 40,188 i3,1 15,789 . 12,503 (9,345)
Interest rate options (over the-counter) 510,726 24 2,062 y 745,607 {671) {6,181)
Total o . e ¥25,196 ¥38,891 Py ¥12,241 ! ¥”5'236)-l
= - - - -
; Thousands of U.S. dollars ¢ ! ;
: : As of September 30, 2006 : !
' ; ) i Contract/ by
: Notional Fair Unrealized
A ! principat value gain {loss) ‘
Futures contracts(listéd) ! $ 3,090,741 $ (1,268) % (1,268) '
Interest rate options (listed) ) 940,482 {42) (74) I
Interest rate swaps "over the-counter) ) 79,476,445 (27,155) (27,155)
Interest rate swaptmnsl(over-the -counter) " 36,052,818 241,444 340,844 !
Interest rate options (over~the counter) ; 4,331,496 211 17,493
Total ' ; _———" _ $213,190 _ $329,840 '

i
(1) Derivatives mcluded in the table above were measured at fair value and the unrealized gains and losses were recugmzed in income in the period of ¢
Derivatives for which hedge accounting was adopted were excluded from the table above.

hange.

(2) Reserve for credit risks of ¥1,062 million {U.$.$9,011 thousand) and ¥625 million, which were recorded as of September 30, 2006 and 2005, respectively,
are not reflected inithe fair value shown in the tables above. Reserve for liquidity risks of ¥4,197 million (U.5.$35,596 thousand) and ¥3,849 million, which

were recorded as of September 30, 2006 and 2005, respectively, are not reflected in the fair value shown in the tables above.

f f

0

(b} Currency-Related Transactions
Currency-related trensactions as of September 30, 2006 and 2005 were as follows:

Miltions of yen

! As of September 30, 2006 o ! As of Seplember 30, 2005

i Contract/ . ! contract
) Notignal Fair Unrealized National Fair Unrealized -
. principal value gain | ! principal valug gain (loss) .
Currency swaps {over-the-counter) i ¥ 623,506 ¥10,107 ¥10,107 ° '¥154.548" ¥ 615 ! ¥ (615) '
Forward foreign exchange contracts (over-the-counter) ; 1,040,988 3,787 3,787 , 468,529 3,589 | 3,589
Currency options (over-the-counter) . 1,467,704 (753 8,354 . 410,431 X 1,718 | 2,957
Total | ¥13,141 ¥22,249 ¥4,691 1

Tt
Thousands of U.S. dollars {

' s of September 30, 2006 ;
j Contract/ P :
Noticnal Fair Unrealized 1
| principal value gain |
Currency swaps {over-the-counter) ! $ 5,287,986 $ 85,723 $ 85723 | .
Forward foreign exchange contracts (over-the-counter) ' 8,828,668 32,119 32,119 '
Currency options {over-the- Counter) ! 12,447,666 {6,390} 70,857
Total ! ___——  §l11,452 $188,699 ' ! 1

¥5,930 ;

|
{1 Der:vatlves |nc|uded in the table above were measured at fair value and the unrealized gains and losses were recogmzed in income in the period of change

Derivatives for which hedge accounting was adopted were excluded from the table above.
(2} Fund swap transactions and currency swap transactions for which hedge accounting was adopted in accordance WIth Industry Audit Committee Repo
of the JICPA were excluded from the table above. |

rt No. 25
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(c) Equity-Related Transactions
Equity-related transactions as of September 30, 2006 and 2005 were as follows:
Millions of yen

As of Septernber 30, 2006 As of September 30, 2005
Contract/ ’ Contract/
Notional Fair Unrealized Notional Fair Unrealized
principal value gain (loss) principal value gain (loss)
Equity index futures (listed) ¥ 47,053 ¥ 287 ¥ 287 ¥ 24,760 ¥1,970 ¥1,970
Equity index options {listed) 2,94% 25 (37) 14,245 1,032 . 1,059
Equity options {over-the-counter) 436,921 (4,803} 917 150,178 (3,302) 34
Dther (over-the-counter) 207,848 6,492 6,391 171,999 417 ) (686)
Total ¥2,002 ¥7,539 ¥ 118 ¥2,378

Thousands of U.5. dollars
As of September 30, 2006

Centract/
Notional Fair Unrealized
principal value gain (loss)
Equity index futures {isted} $ 399,064 $ 2,435 % 2,435
Equity index options (listed) 25,012 220 {484)
Equity options (over-the-counter) 3,705,551 (40,739} 7,784
Other (over-the-counter) 1,762,770 55,066 54,207
Total $ 16,982 $63,942 |

Derivatives included in the table above were measured at fair value and the unrealized gains and losses were recognized in income in the period of change.
Derivatives for which hedge accounting was adopted were excluded from the table above.

{d) Bond-Related Transactions
Bond-related transactions as of September 30, 2006 and 2005 were as follows:

Millions of yen

As of September 30, 2006 ) As of September 30, 2005
Contract/ Contract/ .
" Notional - Fair Unrealized Notienal Fair Unrealized
principal value gain principal value gain (loss)
Bond futures (iisted} ¥29,712 ¥51 ¥51 ¥25,760 ¥88 ¥88
Bond futures options (listed) — — — 1,262 1 (1)
Total ¥51 ¥51 ¥90 ¥37

Thousands of U.S. doltars
As of September 30, 2006

Contract!
Notienal Fair Unrealized
principal valug gain
Bond futures {listed) R $251,990 $437 $437
Bond futures ¢ptions (listed} — — —
Total : $437 $437 !

Derivatives included in the table above were measured at fair value and the unrealized gains and losses were recognized in income in the period change.
Derivatives for which hedge accounting was adopted were excluded from the table above.

{e) Credit Derivatives Transactions
Credit derivatives transactions as of September 30, 2006 and 2005 were as follows:

Millions of yen

As of September 30, 2006 As of September 30, 2005
Contract/ Contract!
Notional Fair Unrealized Notional Fair Unrealized
principal value 1055 principal value lass
Credit default options (over-the-counter) ¥1,858,774 ¥(373) ¥(373) ¥1,204,300 ¥(277) ¥(277)

Thousands of U.S. dollars
As of September 30, 2006

Contract/

Notional Fair Unrealized

principal value loss
Credit defaull options (over-the-counter) $15,764,349 $(3,172) $(3,172)

Derivatives included in the table above were measured at fair value and the unrealized gains and losses were recognized in income in the period of change.
Derivatives for which hedge accounting was adopted were excluded from the table above.
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|
‘. Notes to Interim Consolidated Financial Statements {Unaudited}

|
34. I)\'let Inco:'ne]per Common §hare 1 . : ¢

A reconciliation of the differencés between basic and'diluted net income per common share (“EPS”} for the six months ended September 30, 2006 and
2005 is as follows:

Weighted
Net income average shares EPS ) EP3
{Millions of yen) {Thausands) {Yen) {L).S. dallars)
For the six months ended September 30, 2006: !
Basic EPS I v
Net income available to common shareholders ¥37,646 1,384,101 ¥27.19 $0.23
Effect of ditutive securities . '
Preferred stock || 1,210 601,424
Stock acquisition rights - 2,588
Diluted EPS 1 i j ,
Net income for computatlon ¥38,857 - 1,988,114 ¥19.54 $0.17 .
For the six months ended September 30, 2005: 5 ' ‘
Basic EPS i ! ' ' )
Net income avallabie to common shareholders ¥35,770 1,358,521 ¥26.33 !
Effect of dilutive securities Lo b '
Preferred stock . . : 1,936 656,350 ,
Stock acquisition rights — 285 .
Diluted EPS ; | : '
Net income for computation ¥37,706 2,015,158 ¥18.71

35. éubsequnfenl!_Evér?ts

{a) Cancellation of Treasury Stock
On November 16, 20086, the Bank canceled 85,000 thousand common shares then held as treasury stock pursuant to Article 178 of the Corporate Law
based on the approval of the Board of Directors on November 15, 2006.

(b} Sale of Investmunt in Btuebay Asset Management
The Bank sold a portion of its investment in the common shares of Bluebay Asset Management Limited {“Bluebay"}), one of the Bank's affiliates accounted
for by the equity methed, in Bluebay's initial public offering (“[P0") on the London Stock Exchange on November 22, 2006. '

As a result of the sale, the Bank's ownershlp in Bluebay has been reduced from approximately 15% to 5% and Bluebay is no longer an affiliate of the
Bank, and the Bank expects to recognize ¥11.6 billion (U.5.$98.8 million} in gain which will be included in other gains, net, in the consolidated statements
of income for the tiscal year ending March 31, 2007.

(c) Issuance of GBP-Denominated Perpetual Subordinated Notes
On December 6, 2C06, the Bank issued £400 million of step-up callable perpetual subordinated notes outside of Japan and the United States with a
denomination of £1,000. The issue price was 99.669% of the principal amount. The notes will bear interests at the fixed rate per anpum of 5.625% from
December 6, 2006 to December 6, 2013, and at the floating rate per annum equal to the London inter-bank offered rate for six-month deposits m British
pounds plus 2.12% thereafter. The notes are redeemable at the Bank’s option in whole but not in part on any interest payment date on or after December 6,
2013, subject to the prior approval of the Financiaf Serwces Agency of Japan.

{d) Interim Dividends
The following interira dividends were paid on December 8, 2006 upon resolution of the Board of Directors adopted at a meetlng held on November 15' 2006:

i ' Thousands ‘o

! Miltions of yen u.S. dollars
Class A preferred share  (¥6.05 per share) : : ¥ 484 | % 4,108
Class B preferred share (¥2.42 per share) , 726 | 6,157 .
Common share (¥1.66 per share) : . 2,286 19,388 °
Total . ¥3,496 i $29,653
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Interim Non-Consolidated Balance Sheets (Unaudited}

Interim Non-Consolidated Balance Sheets {Unaudited)

Shinsei Bank, Limited
As of September 30, 2006 and 2005, and March 31, 2006

Millions of yen

Thousands of
U.5. dollars {Note)

Sept. 30, 2006 Sept. 30, 2005 Mar. 31, 2006 Sept. 30, 2006
ASSETS
Cash and due from banks ¥ 137,839 ¥ 206,602 ¥ 315,282 $ 1,169,024
Call loans 20,000 117,000 50,000 169,621
Collateral related to securities borrowing transactions 27,215 5,232 33,107 230,820
Other monetary claims purchased ' 63,778 40,365 40,233 540,912
Trading assets 393,601 111,506 173,315 3,338,149
Monetary assets held in trust 628,396 440,625 556,448 5,329,459
Securities 2,049,116 2,016,488 1,809,798 17,378,646
Loans and bills discounted 4,683,764 3,788,017 3,961,246 39,723,218
Foreign exchanges 13,908 12,881 12,140 117,960
Other assets 238,584 205,110 272,634 2,023,449
Premises and eguipment 21,337 21,920 21,532 180,965
Intangible assets 13,694 15,315 15,204 116,148
Deferred discounts on and issuance expenses for debentures 115 206 177 979
Deferred tax assets ' 29,537 24,979 27,965 250,508
Customers’ liabilities for acceptances and guarantees 21,544 51,456 30,985 182,718
Reserve for credit losses (98,492) (114,598) (111,421} {835,316)
Total assets ¥8,243,944 ¥6,943,109 ¥7,208651 $69,917,260
LIABILITIES AND EQUITY
Liabilities:
Deposits, including negotiable certificates of deposit ¥5,014,085 ¥4,046,936 ¥4 158,192 $42,524,686
Debentures 759,501 1,185,538 1,021,419 6,441,363
Call money 449,989 170,664 30,000 3,816,380
Collateral related to securities lending transactions 41,407 5672 _— 351,177
Trading liabilities 98,099 68,963 129,059 831,987
Borrowed money 320,850 339,962 314,789 2,721,147
Foreign.exchanges 286 447 325 2,428
Corporate bonds 459,492 50,000 447,024 3,896,973
Other liabilities 328,503 194,904 213,567 2,786,053
Accrued employees’ bonuses 5,379 4,830 10,040 45,625
Reserve for retirement benefits 161 811 200 1,367
Reserve for loss on disposition of premises and equipment — 153 — —
Acceptances and guarantees 21,544 51,456 30,985 182,718
Total liabilities 7,499,300 6,120,341 6,355,605 63,601,904
Equity:
Capital stock:
Common stock 291,853 180,853 180,853 2,475,225
Preferred stock 159,443 270,443 270,443 1,352,245
Capital surplus 18,558 18,558 18,558 157,394
Stock acquisition rights 20 __— 2,209
Retained earnings:
Legal reserve 8,567 6,987 7,777 72,659
Unappropriated retained earnings 409,583 341,749 372,749 3,473,697
Unrealized (loss) gain on available-for-sale securities (1,397) 4,181 2,670 (11,851)
Deferred loss on derivatives under hedge accounting (5,687) / (48,233)
Treasury stock, at cost (136,538) (5) (6) (1,157,989)
Total equity 744,643 822,768 853,046 6,315,356
Total liabilities and equity ¥8,243,944 ¥6,943,109 ¥7,208,651 $69,917,260

Note: U.S. dollar amounts, presented solely for the readers’ convenience, are translated at ¥117.91=U.5.$1.00, the rate of exchange prevailing on the Tokyo

Foreign Exchange Market on September 30, 2006,
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Interim Non-Consolidated Statements of Income (Unaudited)

Shinsei Bank, Limited

Far the six months ended September F30_ 2006 and 2005, and the fiscal year ended March 31, 2006

Milliens of yen

Interim Non-Consolidated Statements of Income {Unaudited}

i
Thausands of
U.S. dollars {Note)

Sept. 30, 2006 Sept. 30, 2005 Mar. 31, 2006 Sept. 30, 2006
, (6 months) (6 months) (1 year) {6 months) |
Interest income: 3 !
Interest on loans and bills ¥31,826 ¥28,837 ¥ 57,917 $269,925
Interest and di'f;idends on securities 20,731 11,823 21,036 175,825
Interest on deposits with banks 1,284 1,060 2,019 | 10,895
Other interest income 5,439 ' 983 1,647 146,132
Total interest income 59,282 42,705 82.620 502,777
Interest expenses';" i I .
Interest on deé‘osits. including negotiable certificates ! ' C
of deposit 13,732 8,102, 16,994 116,4§9 i
Interest and discounts on debentures 1,558 2,626 4,720 13,2}9 i
Interest on other borrowings 1,954 3,637 5,895 16,576 -
Other interest expenses 14,898 , 867 4,787 126,356
Total interest expenses 32,144 1;‘3,234 32,398 272,6?0
Net interest income 27,137 2?,470 50,221 230,157
Fees and commissions income 12,010 10,308 22,065 1101,860
Fees and commissions expenses ! 5,774 4,766 10,659 { 48,977
Net fees and/commissions ' 6,235 5,542 11,406 I 52,883 :
Net trading income : 9,071 10,081 20,276 | 76,937 .
Other business income, net: ‘
Income on monetary assets held in trust, net 15,403 12,130 39,508 130,634
Net gain on loreign exchanges 5,936 7.461 10,266 50,348
Net gain (loss) on securities : 9,551 3,458 {2,756} 81,008
Net gain on other monetary claims purchased 277 1,411 2,241 2,354
Other, net (6,366) 2,893 4,901 1(53,996):
Net other business income 24,802 27,356 54,162 210,348
Total revenue 67,247 70,450 136,067 570,325 .
General and administrative expense ' ’
Personnel expenses 15,883 14,440 30,009 |134’706
Premises expenses 5,622 5,441 11,028 | 47,688
Technology and data processing expenses 4,993 4,625 9,695 | 42,349
Advertising expenses 1,668 1,489 2,562 | 14,151
Consumption and property taxes 1,998 2,044 3,815 16,951
Deposit insurance premium 1,417 1,153 2,307 1 12,024
Other general and administrative expenses 8,262 7,296 14,442 , 70,072
Total general and administrative expenses 39,846 3j6,491 73,860 337,9f41
Net business profit ! 27,400 33,958, 62,206 232,384
Net credit (recoveries) costs (11,979) ' 527 (4,937) (101,600):
Other (losses) gains, net (571) 2,503 {504) (4,849)
Income before income taxes 38,808 35,934 66,639 329,135
Income tax (benefit): '
Current (1,625) (2,908} (5,991} {13,790)
Deferred (1,150) (310} (2,260} | (9,753)
Net income ¥41,584 ¥39,153 ¥ 74,890 $352,678 ‘

Note: U.S, dollar amounts, presented solely for the readers’
Fareign Exchange Market on September 30, 2006.

cenvenience, are translated at ¥1 17.9]=U.S.$1.010, the rate of exchange prevailing on the Tokyo

51




Directors and Executives/Employees
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Directors and Executives

As of November 15, 2006

Board of Directors

Thierry Porté

Junji Sugiyama
Michael J. Boskin*
Emilio Botin*

Timothy C. Collins*

J. Christopher Flowers™
Shigeru Kani*

Fred H. Langhammer*
Minoru Makihara*
Yasuharu Nagashima*
Lucio A. Noto*

Nobuaki Ogawa*
Hiroyuki Takahashi*
John S. Wadsworth, Jr.*
Teruaki Yamamoto

President, CEQ, Shinsei Bank, Limited

Chairman, Shinsei Bank, Limited

Professor, Stanford University

Chairman, Grupo Santander

CEO, Ripplewood Holdings, LLC

Chairman, J. C. flowers & Co., LLC

Former Director, Administration Department, The Bank of Japan,
Professor, Yokohama College of Commerce

Chairman, Global Affairs, The Estée Lauder Companies, Inc.
Senior Corporate Advisor, Mitsubishi Corporation

Lawyer

Former Vice Chairman, Exxon Mabil Corperation

Lawyer

Former Director, Japan Corporate Auditors Association
Advisory Director, Morgan Stanley

President, APLUS Co., Ltd.

Notes: 1. * Outside Directors

2. Committee memberships:

Namination Committee: Minoru Makihara (Chairman}; Michael J. Boskin, Timothy C. Collins, J. Christopher Flowers, Lucio A. Noto, Thierry Porté
Audit Committee: Hiroyuki Takahashi (Chairman); Shigeru Kani, Yasuharu Nagashima, Nobuaki Ogawa
Compensation Committee: J. Christopher Flawers (Chairman); Emilio Botin, Timothy C. Collins, Fred H. Langhammer, Minoru Makihara, John S. Wadswarth, Jr.

Senior Advisors

Takashi Imai
John S, Reed
Paul A. Volcker
Masamaoto Yashiro

Senior Advisor, Honorary Chairman, Nippon Steel Corporation
Former Chairman, Citigroup Inc.

Former Chairman, Board of Governors of the Federal Reserve System
Former Chairman and CEQ, Shinsei Bank, Limited

Statutory Executive Officers

Representative Statutory Executive Officer, President, Chief Executive Officer Thierry Porté

Representative Statutory Executive Qfficer, Chairman
Executive Vice President, Institutional Banking Group .
Senior Managing Executive Officer, Group Chief Information Officer

Junji Sugivama
Clark Graninger
Dhananjaya Dvivedi

Senior Managing Executive Qfficer, Chief Financial Officer Rahul Gupta

Senior Managing Executive Officer, Retail Banking Group

Satoru Katayama

Senior Managing Executive Officer, Institutional Banking Group,

Financial Institutions Business Sub-Group

Masazumi Kato

Senfor Managing Executive Officer, Institutional Banking Group Junzo Tomii

Managing Executive Officer, Corporate Affairs GroUp

Statutory Executive Officer, Public Sector Finance Sub-Group

Statutory Executive Officer, Office of Strategy Management )

Statutory Executive Officer, Financial Institutions Business and Public Sector Finance Division
Statutory Executive Officer, Operations Sub-Group

Statutory Executive Officer, Technology Sub-Group

Statutory Executive Officer, General Manager of Osaka Branch

Kazumi Kojima
Kazuya Fujimoto
Norio Funayama
Michimasa Honda
Michiyuki Okano
Yoshikazu Sato
Takashi Tsuchiya

Advisor
Janak Raj Advisor to the President, Chairman and Chief Executive Officer of .
Shinsei International Limited me
Employees
Sept. 30, 2006 Mar. 31, 2006 Sept. 30, 2005
Number of employees ............. 2,196 2,094 2,052
Male ..o, 1,188 1,135

Female.....ccovveviviiiirreennn, ) 1,008 959

Note: Excluding part-time employees




Carporate Information

Established
1952

Fiscal Year
From April 1 to March 31

Paid-in Capital
-¥451,296 million

Number of Shares Authorized

.Common Sharest':
2,500,000,000
Preferred Shares:
674,528,000

Number of Shares Issued )
Common Sharest? % 4
1,558,570,944
Preferred Shares:

Class A 74,528, OOO
Class B 300,000,000
Network

Americas:

New York Representative Office
Shinsei Capital (USA), Lid.

Grand Cayman Branch

Shinsei Bank Finance N.V.

Dornestic Branches:
Head Office (Tokyo}
Ginza Annex

Ginza Corridor. Street Ahnex

Kyobashi Annex
Nihombashi Annex
Sapporo Branch
Sendai Branch
Kanazawa Branch
Omiya Branch
LalLaport Branch
Tokyo Branch
Ikebukuro Branch
Ueno Branch.
Kichijoji Branch
Shinjuku Branch ;
Shinjuku South Annex

Major Shareholders”™

Thousands of

Corporate Information

(As

0

of September 30, 2006)

|
i
i
Rank Shareholders Common Shares | %
1 Shinsei Bank, Limited 181,443 [ 11.64
2 State Street Bank and Trust Company 114,358 ‘ 7.33
3 J. Christopher Flowers 52,031 I ROO -
4 Santander Investment SA, C. Centralvardres 65,184 * 4.18
5 The Chase Manhattan Bank, N.A. Loridon 60,095 | 3.85
6 State Street Bank and Trust Company 505103 57,010 3.65
7 The Master Trust Bank of Japan, Ltd. (Trust Account) 43,776 1 2.80
8 Japan Trustee Services Bank, Ltd. {Trust Account) 41,677 | 2.67
9 Mellon Bank N.A, as Agent for its Client )
Mellon Omnibus US Pension 33,110 o212
10 Morgan Stanley & Co., Inc. 30,889 | 1.98
11 Bank of Ireland Non-Treaty 30,320 ‘ 1.94 -
\
|
1

b2

("3p

(41

-]

Reduced from 5,000,000,000 to 2,500,000,000 on July 29, 2003.

There was a 1-for-2 reverse stock split on July 29, 2003.

!
Since February 19, 2004, the Bank's commaon share ihas been listed on the First Section of the Tokyo Stock

Exchange.

On November 16, 2006, the Bank cancelled 85 million of its common shares, reducing the number of

commaon snares issued to 1,473,570,944 shares,

1. Based on the number of shares heid in which such shareholder has the beneficiary interest and to the full

extent to which the Bank is aware.

2. Mr ). Christopher Flowers is a director of the Bank.

\

\

\

|

1
Shiodome SIO-SITE Branch Domestic Sub-Branches (ATM only:

H

achioji Branch

Yokohama Branch
Fujisawa Branch

Roppongi Hills Branch Tokyo Metro stations \

Keyakizakadori Annex 37 locations |

Shibuya Branch . Keikyu Station Bank J

Omotesando Hills Annex 37 locations f

Hiroo Branch . Other train stations ]
Megurc Branch 9 locations

Futakotamagawa Branch Other 1

|

l

|

N

agoya Branch

Kyoto Branch

0
U

N

K
H

saka Branch

meda Branch
Hankyu-Umeda Annex
amba Branch
Shinsaibashi Annex
obe Branch

iroshima Branch

Takamatsu Branch
Fukucka Branch

(As

of November 27, 2006)

90 locations

{As of November 27, 2006)

with Seven Bank, Ltd.
11,612 locations

(As of Novernber 27, 2006)

 Co-managed under a tie-up’

f
\
I
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For further information, please contact:
Group tnvestor Refations Division

Shinsei Bank, Limited

1-8, Uchisaiwaicho 2-chome,

Chiyoda-ku, Tokyo 100-8501, Japan

Tel: 81-3-5511-8303 Fax: 81-3-5511-5508
URL: hitp:/Awww.shinseibank.com

E-mail: Shinsei_iR@shinseibank.com

Printed in Japan on recycled paper
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Shinsei Bank Li
(Code: 8303 TSE Fulrst Section)

i
]

L .

H’ 3 - ' - - . | -
.Shinsei Bank to Launch Yen Time Deposit “Power Step Up ;Yokm”
‘ - Yen Time Deposit for up to 10 years with stepwise increasing interest rate - !

i

Tekyo (Wednesday, October 1'1, 2006) --- Shinsei Bank, Limited (*Shinsei Bank") today lannounced

|
the launch of “Power Step Up Yokin” (Extendible Yen Time Deposit, up to 10-year maturity) as of
Wednesday, October 11, 2006 |
; : :
- h 1

The initial deposit term of “Power Step Up Yokin® is three years. Subsequently, a deposut term
extension of 1 year is determined by Shinsei Bank annually, and is possible for a maxlmum of 10
years If Shinsei Bank decides nol to extend the deposit term, the deposit matures The
applrcable interest rate for the initial three years is 1.3% p a. (1.04% p.a. after 1ax). If the term is
extended the applicable interest rate gradually increases every year thereafter, reachmg 3.0% p.a.
(2 40% p.a. after tax) in the tenth year. Interest for the initial three years will be paid on the initial
matunty, and interest accrued in the fourth year and thereafter will be paid on each maturlty date
afferterm extension. _ '
% : 1
‘Power Step Up Yokin” IS a principal-guaranteed yen time deposnt for customers who w15h o invest
mlddle to long term. . . ;
Shlnsel Bank is aiming to bring the reality of a lifestyle abundant with color to our' customers
through the brandmg concept “Color your life.” Shinsei Bank continues to strive ,to develop
products and services which offer value and convenience to our customers. :
Outllne of “Power Step Up Yokin” . |
Imtlal 3years 1.3% p.a. (1.04% p.a. after tax)

" year 1.5% p.a. (1.20% p.a. after tax) !
1 th i
: 5" year 1.7% p.a. (1.36% p.a. after tax) L
| . - - e If Shinsei Bank
3 Applicable | 67 year - 1.9% p.a. (1.52% p.a. after tax) . !
il 0 ; decides to extend
1| interestrate | 7" year 2.1% p.a. (1.68% p.a. after tax) i
: " the term for
. 8" year 2.4% p.a. (1.82% p.a. after tax) i
- another year
%; 9" year 2.7% p.a. (2.16% p.a. after tax) :
i 10" year 3.0% p.a. (2.40% p.a. after tax) |

; fnitial deposit term of three years, extendible up to 10 years to the méturity
¥ Depositterm | (The initial deposit term is three years. Shinsei Bank decides eve:ry year
whether to extend the term for another year.)

Minimum Branch, Call Center (Shinsei PowerCalfy: 3,000,000 yen
deposit Intemet Banking (Shinsei PowerDirect): 500,000 yen

amount




A |
it - ] l
. ! o "
' 1
\

1. Interest rate is as of the launching day of the product, before 20% separate withholding tax.

2. Dependmg on market conditions, etc., Shinsei Bank may change the applicable interest rate or stop
offering this product. {

3. Cancellation before maturity is forbidden in principle. - If Shinsei Bank finds it appropriate and

: necessary to accept cancellation, “Power Step Up Yokin” can be cancelled before maturity. |In this
case, the principal is not guaranteed. '

I l ‘ r

|

! Ak dedr i : 1

v l
Shinsei Bank is a Japanese financial institution providing a full range of financial products and servi'ces to both
institutional and retail customers based on a three pillar business model comprising Instﬁufrona! Banking,
Consumer and Commercial Finance and Retail Banking. The Bank has fotal assets of UUS$ 84 b.vﬂ:on on a
consolidated basis and a network of 29 Shinsei Bank branches in Japan (as of June 2006). Shinsei Bank demands

uncompromising levels of mregnty and transparency in all ifs activities {o earn the trust of customers staff and

shareholders. The Bank is comm:tted to delivering long-term profit growth and increasing value for all its
srakeho!ders

po
Neyvs and other information about Shinsei Bank is available at http//www.shinseibank.com/english/index.htmi.
E ‘ '




@ JTINOLIDAINR

1-8. Uchisaitvaicho 2-chome, Chivada-ku, Tokyo 100-8301 tapan
| TEL: (+81)43-5511-3111
) | wwivshinseibank.com

For Immediate Release " |

Shinsei Bank‘, Limited'
. : . |
. : {Code: 8303 TSE First Section)

Termination of the “Interest Rate Option Service” |
. for PowerSmart Home Mortgage

Tokyo (Wednesday, October 25, 2006) --- Shinsei Bank lelted (“Shinsei Bank”) today
announced, effective October 31, 2006 it will terminate |ts' "Interest Rate Option Service” for

- PowerSmart Home Mortgage loan as a result of reviewing profitability of the servucei. -

|
|
|
I
! Shmse; Bank is a Japanese financial institution providing a full range of financial products and serwces fo
" both institutional and retail customers based on a three piltar business model comprising Insmut.ronai
: . Banking, Consumer and Commercial Finance and Retail Banking. The Bank has total assets of uss 84
' billion on & consolidated basis and a network of 29 Shinsei Bank branches in Japan (as of June 2006).
! Shinsei Bank demands uncompromising levels of integrity and transparency in all its activities to earn the
1 trust of customers, staff and shareholders. The Bank is committed to delivering long-term profit growth and
mcreasrng value for all its stakeholders. |
News and ofher information about Shinsei Bank is available at ‘
; , hitp.//www.shinseibank.com/english/index. htmi. |
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1-8. Uchisaiwaicho 2-chome, Chi}'oda-l.%u. Tokyoe 100-83501 Japan
i TEL: (+81)-3-5311-3111
www shinseibank.com
For Immediate Release ' | ;
: ! o ( .
; . Shinsei Bank, Limited
5 L .
i : : (Code: 8303, TSE First Section)

Shinsei Bank Announces Executive Assignment Change |
. [ }
I
i ' !
|
Tokyo (Monday October 30, 2006) --- Shinsei Bank Limited ("Shinsei Bank”) today

announced the following executive assignment change, effective October 30, 2006i.

|
!
¥ s

I
I
|
|
|

| New Position : Former Position

Mié:hiyuki Okano  Statutory Executive Officer, Head of Statutory Executive Ofﬂ:cer, Head of
Operations Sub-Group, Head of Operations Sub-Group,iHead of
| ' Retail Services Sub-Group, GM of Retail Services Sub-Gréup, GM of
'f Retail Services Division, GM of Retail Services Division’, GM of
Process Control Division, GM of " Process Control Divisio:n. and GM of
| Channel Management Division, GM Channel Management Division

of Operations Services Division, and ' |
GM of Grand Cayﬁan-Branch '

|
|

M : ' AR . o
I . !
i |
Shinsei Bank is a Japanese financial institution providing a full range of financial products and services to both
institutional and retail customers based on a three pifiar business model comprising !nshtutronal Banking,
Consumer and Commercial Finance and Retail Banking. The Bank has total assets of US$ 84 |biflion on a
consolidated basis and a network of 29 Shinsei Bank branches in Japan (as of June 2006). Shinsei Bank demands
uncompromrsmg fevels of mregrrty and transparency in all ifs activities to earn the trust of customers staff and
shareholders. The Bank is commilted to delivering long-term profit growth and increasing vafue for all :ts ‘
stakeholders. . ‘

Nsws and other fnformarfon about Shinsei Bank are available at htip.//www.shinseibank. com/enghsh/mdex html,

|
P : '
i ) . . !
| : i
t
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' 1-8. Uchisaiwaicho 2-chome. Chivoda- Lu Tokye 100- 330] Japan
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i Shinsei Bank, Limited

(Code: 8303 TSE Fin;'st Section)

Shinsei. Bank to Oﬂ’er “Power USD Nenkin” Annuuty

—A Fixed annuity whlch enables customers to build their investment portfolio in U S.dollars —
: !

Tokyo (Tuesday, October 31, 2006) --- 'Shinsei Bank, Limited (“Shinsei Bank’) today ?nnounced .
that, effectlve Wednesday, November 1 2006, it will start offenng “Power USD Nenkin”, a US. '
u:.‘ollar—denommated individual annuity, underwrltten by The Gibraltar Life Insurance CoI Ltd. This
new annuity will be available at Shinsei Bank branches. : . l )
“Power USD Nenkin”, a U.S. dollar-denommated fixed annuity, enables customers to blund wealth
:teadlly in U.S, dollars the world's core currency by investing the funds in it at a fixed interest rate
determined on the contract date.
Dependlng upon the customers’ individual investment plan and financial situ}ation the
accumulatuon period_can be selected from five alternatives, 2-year, 3-year, 5-year, 7 year and
IQ year. Also, various payment options are offered at the end of the accumulation penod For
px=amp|e cusiomers can receive theif annuity in a whole life annuity, a defined !annuity, a
lump-sum, or pamally in cash and the remamder in a whole life annuity. :
(,ustomers can pay prem|ums from their ordinary U.S. dollar deposit account held within their
Shinsei Bank’s PowerFlex account, ;

: [
“Power USD Nenkin” is a very flexible product that meets the differing 1“nr=mc|alI needs of
customers after retirement and in partlcular those who wish to include foreign currenc:es within:
their asset accumulation plan.

Power USD Nenkin

|
, : I
P ‘ . |
i

Product name Power USD Nenkin (U.S. dollar-denominated individual annuity)
Insurance policy issuer | The Gibraltar Life Insurance Co., Ltd. ; i
Premium payment Single premium payment only v ' :
Prémium amount 'From US$10,000 to US$5, 000 000 (Mlnlmum premlum unn US$100)

2
o,
o=t
B
=]
IS
=

Acf:umulation periods
aﬂfii age limits £, Nl | k| guaranteed10 years
I 2, 3,5, 0r7 years From 10 to BO years old | From 40 to 80 years old
1" 10 years’ From 0 to 80 years old | From 30 to 80 years old

o Accumulatmn’peno 3

Available from Shinsei Bank branches (excludes some Shinsei BankSpots) |

Shinsei Bank is aiming to bring the reality of a lifestyle abundant with color to our customers,
thrbugh the branding concept. “Color your life.” Shinsei Bank continues to strive to develop
prold_u;ts and services which offer value and convenience to our customers.

|
)
|
i
|
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Shinsei Bank is a Japanese financial rnsmutron providing a full range of financial products and sen}rces to both
institutional and retail customers based ona three pillar business modes! comprising Institutional Bankmg
Consumer and Commercial Finance and Retan‘ Banking. The Bank has lotal assets of UUS$ 84 lbillion.on a
consolidated basis and a network of 29 Shinsei Bank branches in Japan (as of June 2006). Shinsei Bank demands
tincompromising levels of integrity and transparency in all its activities to earn the trust of cus!omers staff and
shareholders. The Bank is committed to dehverrng long-term profit growth and . increasing value for all its
stakehofders. , l

Nerws and other information about Shinsei Bank is available at http:/fiwww. shinseibank.com/english/index. htm.
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Narhe of Representative: Thierry Porte
Presrdent and CEO

(Code: 8303, TSE Flrst Section)|.

Limited Impact on Shinsei Bank’s First Half Fiscal Year 2006 Fmancral,Forécast
on Account of Shlnkl s Revised Frnanclal Forecast

Tokyo (November1 2006) Shlnsel Bank, Limited (“Shinsei Bank”) today conflrmed that the

revised first half fiscal year 2006 result forecast announced today by its 36.4% owned affiliate

Shinki Co. Ltd (“Shinki"), will only have a limited impact on Shinsei Banks fi nancaat forecast
P for the first half of fiscal year 2006. :

Desplte Shinki Iowenng its consolidated net income forecast from 2.3 bllhon yen to negative

15.1 billion yen, Shinsei Bank still expects its own first half fiscal year 2006 consohdated

reported net income to exceed 95% of the 40 billion yen forecast. |

|

rhe reason for the revision of Shinki's financial forecast arises from the release by The
Japanese Institute of Certified Public Accountants on October 13, 2008, of the public
statement “Audit Guidelines on Consumer Finance (Companies’ Provisions for Possible
l_osses on Reimbursements of Excess interest Payments”. In accordance with thlS auditing
,tandard Shinki has taken additional reserves of 17.0 billion yen for future possrble losses on
rermbursements of excess interest payments and loan losses.

Déspite the current challenging market environment in the consumer finance industry Shinsei
Bank will continue-to focus on efficiency and long-term profitability through rationalization,
application of more effective operational systems, the enforcement of mcreasmgly rigorous

nsk management parameters and the development of new and effective business models ‘

I
'Ihe growing diversification of Shinsei Bank’s business and revenue base is also a key

contnbutor to achieving long-term profitable growth which is the basrs of the Bank's three pillar
ctrateg|c business model comprising Institutional Banklng Consumer and Commercral
Flnance and Retail Banking. |

I
i
13 Ll e g o] :
Shrnser Bank is a Japanese financial institution providing a full range of frnancrai products and serwces to both
institutional and retail customers based on a three pillar business model comprising fnstrturronal Banking,
Consumer and Commercial Finance and Retail Banking. The Bank has total assets of US$ 84! bm'ron oh a
consofidated basis and a network of 29 Shinsei Bank branches in Japan (as’ of June 2006). Shinsei Bank demands
uncompromrsfng levels of integrity and transparency in all its activities to earn the trust of customers staff and
sharehofdars The Bank is committed to delivering long-term profit growth and increasing va!ue for all its
sraﬁfehofders ) !
. ‘I t
News and other information about Shinsei Bank is available at hitp:/iwww.shinseibank.com/english/index. htmi.
!
|

|
|
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‘ 1
Shinsei Bank to Expand ATM Network at Tokyo Metro Stations 1
1

- Seven stations mcludmg Nihombashi, Kasumlgasekn and Hlblya-

Tokyo (Thursday, Noveniber 9, 2006) - Shinsei Bank, Limited (“Shlnsel Bank”) today announced that

it will ‘install nine Shinsei Bank ATMs at seven Tokyo Metro :stations including Nuhombashr

Kasumlgasekl and Hlblya from Monday, November13 2006. With these new locations, Shlnsel Bank

wul have 64 ATMs installed at 37 Tokyo Metro stations in total which is the largest ATIVI|network in
i'okyo Metro stations. | - !

¢ l
ATMs located in Tokyo Metro stations will operate 365 days a year from 5 am. to 24 midnight.
hmsel PowerFfex cash cards can be used at these ATMs free of charge. : :
i1 i ' .

hlnsel Bank has been installing its ATMs at convenient places such as stations and commercual
complexes so that Shinsei customers can take full advantage of the free ATM services as a# part of the
PowerFIex account service.

i)
|.

|
1
ihmsel ATMs to be mstalled in November 2006 at Tokyo Metro statnon (9 ATMs at 7 sitations)
1
|
!
4
|

]
it

| Installation on November 13, 2006 ' Hibiya Line , Hibiya (2)

jInstallation on or around - Hibiya Line ~ Kayabacho (1)

 November 20, 2006 . Chiyoda Line Shin-ochanomizu (1)

I a ‘ Yurakucho Line * Ichigaya (2)

E; ' ' Namboku Line Shirokane-takanawa (1) |

(Installation-on or around . Ginza Line , Nihombashi (1) |

!November 27, 2006 , . Marunouchi Line . Kasumigaseki (1) J

: . - K

1

Chllnseu Bank is aiming to bring the reality-of a lifestyle abundant with color to our customers, through
the! branding concept “Color your life.” Shinsei Bank contmues to strive to develop products and

ser‘\nces which offer value and convenience to our customers. |

‘l i e

4I
Sh.'nser Bank is a Japanese financial institution providing a full range of financial products and serwces to both
in stttutfonai and retail customers based on a three pillar business model comprising Institutional Banking, Consumer and
Commercial Finance and Retail Banking. The Bank has total assets of US$ 84 billion on a consohdated| basis and a
network of 29 Shinsei Bank branches in Japan (as of June 2006). Shinsei Bank demands uncompromising leveis of
rntegnty and _transparency in alf its aclivities to earn the trust of customers, staff and shareholders. The Bank is

com{mttted fo dehvenng fong-term proft growth and increasing vaiue for all s stakeholders. |
i

News and ofther mfonnanon about Shinsei Bank is avarlable at hitp.//www.shinseibank.com/englisi/index. htmi.
fj
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‘[Reference]

t
)
|
f : ! |
Shinsei ATMs installed at Tokyo Metro stations (including ATMs to be installed in Novembe} 2006)
- 64 ATMs installed at 37 stations in total- ‘

i

N : s ag : |
Ginza Line Tameike-sanno (1) Nihombashi (1) |
Ogikubo (2) Nakano-sakaue (2) Nishi-shinjuku (2) )

Marunouchi Line Shinjuku-sanchome (2) Akasaka-mitsuke (1) Kasumigaseki (1) |
Myogadani (2) | |

‘ : ' |

Hibiya Line Kamiyacho (2) Hib_iya (2) Tsukiji (2) Kayabacho (1) Ningyocho (2)|

I
Takadanobaba (2) Waseda (2) Otemachi (1) Monzen-nakacho (2)

Tozai Li ;
Jozattine Kiba (2) Nishi-kasai (2) Urayasu (2) Minami-gyotoku (2) 5

i

‘Chiyoda Line Nogizaka (2) Kokkai-gijidomae (1) Otemachi (1) Shin-ochanomizu (1)

Nishi-nippori (2) Machiya (2) ' | !

i l
Yurakucho Line Gokokuiji {2) Jchigaya (2) Tsukishima (2) {
Hanzomon Line Aoyama-itchome (2) Otemachi (2) f
Namboku Line Shirokane-takanawa (1) Azabu-juban (2) Tameike-sanno (2) Oji (2)

; b
i ' :

(Noie) The undedined stations are stations where ATM(s) will be installed in November 2006, '

: - |

;’ Numbers in brackets are the number of ATM. The number of stations is repeated if the lines are different
] Shinsei Bank has been installed Shinsei ATMs at Tokyo Metro stations from March 2005. e
I
il
ag | |
. b
[
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Shinsei Bank and UTI Asset Management Start Partnershlp in Japlan

- Prowdmg investment Products by India’s Largest Mutual Fund Manager to Japanese Investors-

Tokyo (Tuesday, November 14, 2006) --- Shinsei Bank Limited (* Shmsel Bank”) and In‘dla based
UTI Asset Management Company Pwvi. Ltd. (“UTI”) announced tcday that they have agreed to start
a partnership in Japan. Shinsei Bank will distribute India specific mvestment; products

managed/advised by UTI in India to Japanese investors. !

i
UTI was originally known as “Unit Trust of India”, the first mutual fund established in 1@63 by an

Act of Parliament which aimed at advancing the domestic mutual fund industry. In 2003, an .
amendatory law transformed it into the current name and organlzauon It has expanded its
operatlons steadily, and currently holds the largest assets under management (Approx:mately 900

T, b||||on yen) within the country (as of the end of September 2006) In addition, it' has total

employees of approximately 1,100 with well- established research investment, and_marketing -
teams. K ' o . !
' !

Incﬁa has recently recorded remarkable economic growth and has rapidly become an!\ attractive
irri/estment choice in the investment field. The IT industry which operates globally JVith many
s<|lled -engineers, rapidly growing infrastructure (such as roads, railways and electncny) and
censumptlon (such as autornobile and mobile phone) industries, given a rising affluent populatlon
are expected to further enhance India's economic expansion. . l

| - - 5
Under such circumstances, Shinsei Bank believes the partnershnp with India’'s largest and oldest
mutual fund manager UTI, which has a mastery of India's intemal conditions, will benefit! Japanese

: mvestors providing a range of investment opportunltles to enjoy Indlas mid-long term growth.
Specﬂ'cally, Shinsei Bank considers offerlng Japanese investors the UTI| Group mvestmenl
products through Shinsei Investment Management Co., Ltd. (*SIM”), a wholly owned subsndrary of

Shinsei Bank. :




i . ‘ !
1

In ;the recent fast-changmg asset management industry, Shlnsel Bank will pursue valllue added

partnershlp oppor‘tunltles and will act asa bridge to provide hlgh quallty investment products.,
i’ I ‘ ; .

‘ I . :

*For the summary of UTI and general overview of India’s mutual funds, please refer to the append

b

‘; ’ T AhhhRN ' - |
i . !
J- ' ! t |
Shinsei Bank is a Japanese financial institution providing a full range of fmancraf products and serwces to both
institutional and retail customers based on a three pillar busmess model comprising - Instrtutranal Banking,
Consumer and Commercial Finance and Retan‘ Banking. The Bank has lotal assets of USS 84 bn‘hon on a
consohdated basis and a nétwork of 29 Shrnsef Bank branches in Japan (as of June 2006). Shinsei Bank demands
uncornpromrsmg fevels of integrity and transparency in all its activities to earn the trust of customers, staff and
’ shareholders The Bank is committed to delivering long-term proﬂt growth and increasing value for all its
stakehofders . I

ix.,

. 1
News and other information about Shinsei Bank is available at http:/fwww.shinseibank.com/english/index.htmi.




Appendix

{Reference] The summary of uT
Name

=stablished:

Address:

Paid-in Capital:
Employees:

Sponsor:

Key People:

Busmess
AUM

UTI Asset Management Company Pwvt, Ltd. !
February 1st, 2003 (re-named and restructured mto current organization)
*Original “Unit Trust of India” was established in 1963 |

UTI Tower, Gn Block, Bandra Kuria Complex Bandra(East), Mumbai 400 051.
Rs.10 crores (Apprommately 260million yen) '

Approximately 1,100 . .
State Bank of India25% Punjab National Bank 259

UK. Sinha / Chairman’ !

Imtaiyazur Rahman / Chief Finance Officer -

AK. Sridhar / Chief Investment Officer

Jaideep Bhattacharya / Chief Marketing Officer

Mutual Fund Management

Approximately Rs.35,000 crores (Approxlmately 900 billion yen)
Approximately 60 Funds

ljRiiaference] India’s Mutual Fund Industry Overview
< Summary of India's Mutual Fund History >

1963

1987

1993

2003

o,
Bank of Baroda 25"/‘?': Life Insurance Corporation of India  25% ‘
|

I

[

|

I

|

|

|

|

I

Establishment of “Unit Trust of India” by an Act of Parliament as the first mutual fund

. company |

Establishment of the second mutual fund company since “Unit Trust of Indna set-up
Foilowing that several mutual fund companies were established ,
The industry had AUM of approximately Rs.6,700 crores '

‘(Approximately 174.2 billion yen) : !

Entry of private sector mutual fund companies

Total industrial AUM increased to approximately Rs.47,000 crores
(Approximately 1,222 billion yen)

Total industrial AUM increased to approximétely Rs.122,000 crores -
(Approximately 3,172 billion yen)

lndla Mutual Fund Company Ranking (TOP10) ' ,

i
|

Mutual Fund Company Assets Under Management
1 uTl - , | Rs.34,760 crores { Approx ¥903.8 billion )
2 Prudential ICICI Rs.30,250 crores { Approx. ¥786.5 billion ) 1
3 Reliance - - Rs.28,650 crores ( Approx. ¥744.9 billion ) |
4 HDFC . | Rs.25,640 crores ( Approx. ¥5666.6 billion ) i
5 Franklin Templeton Rs.23,410 crores { Approx. ¥608.7 billion ) '
8 S8l Rs. 15,100 crores ( Approx. ¥392.6 billion ) :
7 Birla Sun Life : Rs.14,640 crores ( Approx. ¥380.6 billion ) ?
8 Tata Rs.12,500 crores ( Approx. ¥325.0 billion ) *
9 Standard Chartered . { Rs.11,780 crores ( Approx. ¥306.3 billion ) ‘
10 Kotak Mahindra " | Rs.11,700 crores ( Approx. ¥304.2 billion }
Grand Total (30 Companies} ( Ap;zfg;f?a: 10:;0;;; ) ]

( Data taken by Shinsei Bank from the Association of Mutual Funds in India / As'of the end of
September 2006 ) - ' |
*AUM in Yen term is calculated using 1Rs=¥2.6 '

**Crore is equivalent of 10,000,000
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Shmsel Bank Arlmounces APLUS’ Rewsmn of
Fmanmal Forelcast for the Fiscal Yealir 2006

| |
Tokyo (Wednesday, November 15 2006) +-- Please be informed that APLUS Co., Ltd. ("APLUS”) a

sub-su:hary of Shinsei Bank today announced its revision of fi nancual forecast for the ﬁscal year’
2008 endmg March 31, 2007 as attached

. )

H
3 - '

The attachment is the English translation of the material originally prepared in
Ianguage by APLUS.

!
|
1 |
r';Japanese
1
I
|
i
|
]
|
1
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Shinsei Bank s a Japanese financial instifution providing a fulf range of fi nancial products and services fo both msrftu!ronal
and retail customers based on a three pilfar business model comprising Institutional Banking, Consumer and Commarcral
Finance and Retail Bankmg The Bank has fotal assets of US$ 88 billion'on a consolidated basis and a network of 29
Shrn=erJBank branches in Japan (as of September 2006). Shinsei Bank demands uncompromising levels of mtegnty anq
transparency in all its activities to earn the trust of customers, staff and shareholders. The Bank is commirred to delivering
long-t erm profit growth and increasing value for alt ifs srakehoiders

n

‘ _ 1
News apd other information about Shinsei Bank is avaifabia at hitp:/mww. shinseibank.com/english/index.html.
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APLUS Co., Lid (*APLUS") has revised its financial forecast for the fiscal year 2006 which was
onglnally dlsclosed when financial results for fiscal year 2005 were made public on May 22 20086.

* .

November 15. 2006

: Company Name: APLUS Co Ltd.

‘Name of Representative:

: Teruaki Yamamoto, President

'(Code: 8589 OSE First Section)

Address: 1-9 Mlnaml Senba
4-Chome Chuo ku, Osaka

APLUS Revises Fiscal Year 2006 Financial Forecast

1. Fiscal Year 2006 Fmancral Forecast (Apr. 1, 2006 - Mar. 31, 2007)

(1)

APLUS (Non consolidated)

(unit; mllllons of yen)

)

‘ Operating revenue | Ordinary income Netincome |
! Previously announced forecast (A) 110,000 . 17,500 ' 18,000|
+ | current revised forecast (8) 103,000 5000 | 1500]
+ [change B—A) (7.000) (12500)| ' (16,500)|
' | change (%) (6.4)% (T1.4% | | ©1.1)%
i | Reference: Term ended Mar. 2006 51,328 7,632 i 8,028
i | Reference: Term ended Sep. 2005 49 311 6,191 I 7,513
2) , APLUS (Consolidated) _ , (unit: miIIioIns of yen)

;. GCperating revenue Ordinary income Net income \
Previously announced forecast {A) 120,000 18,500 ; 19,DOO|
" Current revised forecast (B} 114,000, 5,000 : 1,_500)
! [ change 8—A) (6,000)] (13500) | -+ (17,500)
o [changeesy - . (5.0)%" (73.00% | | (92.1)%]|
" | Reference: Term ended Mar. 2006 51,712 8,186 A 8,301
, Reierence: Term ended Sep. 2005 49,562? 6,474 ! 8,039
; . [

2. Reasons for the revision {non-consolidated and consolidated basis)

APL US lowered its operatmg revenue forecast because of (1) adoptnon of a conservatwe view on the
perfonnance of core businesses conmdermg the challenging environment currently .affecting the
consumer finance industry, (2) a slowdown in loan transaction volume as grey-zone interest rate issue
disc uss:ons escalate, and (3) revision of securitization related revenue forecast. i
APLUS expects its ordinary income to be lower because of lower operating revenue, mcreased credt
costs, mainly resulting from a rise in delinquent receivables arising from delays in collectlons additional
reserves for a specific bankruptcy, and higher card issuance costs. ‘

In addmon to the above, net income has been revised downward due to additional prowsnons for future
possrble losses on relmbursements of excess interest payments and loan losses in response to the
_ guidelines issued by the Japan Institute of Certified Public Accountants, one-off ratlonahzatmn
expenses and the reversal of deferred tax assets based on a more conservative future outlook.

Since the forecasts stated in this document are based on assumptlons as of the announcement date,
final results may vary due to vanous uncertain factors.
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1

Shinsei Bank Cancels. 85 Million Common Shares
Tokyo (Wednesday, November 15, 2006)t Shinsei Bank, Limiied ("Shinsei Bank") today announced
that its Board of Directors approved the cancellation of 85 million Shinsei Bank Common Shares on
November 16, 2006

Ba_ckground | !

On?_July 31, 2006, 300 million Series 3 Class B Preferred Shares issued by Shinsei Bank w:'erg
coﬁverled into 200,033,338 Shinsei Bank Common Shares by The Resolution and Collectibn
Corporation (“RCC”) and the revised conversion price of 735.0 yen was applied effective Aiugusl 1,
20(56 to the remaining 300 million Series 3 Class B Preferred Shares issued by Shinsei Bahk
ClnlAugust 17, 2006, RCC sold the converted Shinsei Bank Common Shares through ToSTNeT-2 (for
transact:ons at closmg price) of the Tokyo Stock Exchange, and Shinsei Bank purchased
175 466,000 shares among such shares for a total of 132.1 b||||on yen and has held them ?s treasury

stock ‘ . - ]

fa
Capltal Ratios |
Shmsel Bank's Tier 1 and Total Capital ratios were 8.3% and 13.5% respectlvely as of September 30,

ZDQS. The cancellation of 85 million Common Shares will not affect the Tier 1 or Total Capltal ratios.
LJ | . i

Fully Diluted Share Count Reduction i

Thé reset of 50% of Series 3 Class B Preferred Shares issued by Shinsei Bank from 599.9 yen to

73#.0 yen per share on August 1, 2006 reduced share count by 1.8% on a fully diluted basiis.

Cancelling 85 million Common Shares will further reduce share count by 4.2% on a fully diluted basis,

R .
reslulting in an aggregate-share count reduction of 6.0%. :
; |
!L Ak ‘ -
: : - !
Shirisei Bank is & Japanese financial institution providing & full range of financial products and services to both
instilutional and retail customers based on a three pillar business model comprising Institutional Banking, Consumer
and Commercial Finance and Retail Banking. The Bank has total assets of US$ 88 billion on a consolfdated basis and
a network of 29 Shinsei Bank branches in Japan (as of September 2006). Shinsei Bank demands uncompromfsrng
Ievels of integrity and transparency in all its activities to earn the trust of customers, staff and shareholdefs. The Bank
|

is commrrted to delivering long-term profit growth. and increasing value for, all its stakeholders.

‘Mews and other information about Shmsef Barik are available at http: /www.shinseibank. com/english/i ndex himi.
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1

Shinsei Bank Reports First Half Fiscal Year 2006 Results

Cancels 85 Million Common Shares

l
_ ' ! I
Tok'yo {(Wednesday, November 15, 2006) - Shinsei Bank, Limited (“Shinsei Bank”) todayl reported its
ﬂna:‘ncial results for the first six months of fiscal year 2006 ended September 30, 2008.

i
“Desp;te a particularly challenging market enwronment said Mr Thierry Porté, Pres:dent’and CEO of
Shmse| Bank, “our consolidated reponed net income for the f‘rst half of fiscal year 2006 is is ' close to our
ongmal forecast largely resultlng from our dlsc:|pl|ned balance sheet management and an; mcreasmgly

dlversn" ed range of busmesses and revenue sources”. , 1

Fina'r'icial Overview: First Six Months of Flscal Year 2006 . L
(Al ﬁgures compared to first six months of Fiscal Year 2005) . i

N ;Revenue grew 7.9 billion yen or 6.1% to 138 5 billion yen ' '
|Net income increased 3.1% to 38.8 billion yen; Cash basis net income was 47.6' bllllon yen,
ldet:lmed 2.9 billion yen from a yearago - l
> Cash basis diluted EPS of 23.96 yen |
‘;» Expense-to revenue ratio of 54.7% as compared to 51.1% a year ago ,
, Retum on assets 0.8%; on a cash basis 1.0% - . ‘
iIReturn on equity (diluted) 9.7%; on a cash basis 11.9% ' - .
IReturn on tangible equity 17.7% !

uTotaI capital adequacy ratio of 13.5%

I
i

Non-performlng loans (non-consolidated) decreased 20.1 bnllnon yen to 26.0 bllhon yen,
representmg 0.5% of total claims outstandmg ‘l
m Interum common dividend of 1.66 yen per share, as compared to 1.48 yen per share a year
ago : ' ' i

o :In April 2006, Shinsei Bank reached an agreement to form a 50/50 joint venture with Macquarie

Key;‘HighIights: First Six Months of Fiscal Year 2006

Banlf to focus exclusively on advisory services relating to acquisition and management of assets with

long}iterrn stable cash flows in infrastructure and related sectors in Japan. This initiative aims to take




i ' : |

advantage of Shinsei Bank and IVlacquane Bank’s complementary strengths and the ongorng

publlc -to-private sector shift in Japan. ; .
‘ [

i .

! [ |
B On June 8, 2006, The Asian Banker awarded Shinsei Bank the Best Retail Bank in 'Japan 2005
award, in consideration of its agility and innovativeness in this market and the Excellence in Intermnet

Banking 2005 award for being the most progresswe amongst Asian regional peers. !

®  On June 28, 2006, JCR upgraded Shinsei Bank’s long- term senior debt rating from “A-” to “A”

citing improved revenue diversification, a strong capital base and a low level of non- performlng loans.

® On July 21, 2006, Shinsei made a 39 7 billion yen (NT$ 11.3 billion) investment re;resenting a
~35 4% fully-diluted ownership interest in Jih ‘Sun Financial Holdrng, a financial group that offers a:full
anay of banking and brokerage products and services in Talwan Jih Sun’s future growth and
development can benefit by leveraging Shinsei Bank's knowledge and expenence in risk
an_lagement, credit trading, information technology and corporate and retail banking. !

[ On July 31, 20086, 300 million Series 3 Class B Preferred Shares issued by Shrnsel Bank were
converted into 200,033,338 Shinsei Bank Common Shares by The Resolution and Collection
Corporatlon ("RCC") and the revised conversion price of 735. 0 yen was applied effectlve August 1,
2006 to the remaining 300 million Series 3 Class B Preferred Shares issued by Shinsei Bank

- On August 17, 2006 RCC sold the converted Shinsei Bank Common Shares through ToSTNeT-2
(for . transactrons at closing price) of the Tokyo Stock Exchange, and Shinsei Bank| purchased
175 466 000 shares among such shares for a total of 132:1 bllllon yen and has held them as treasury
stock : ‘ |

| |
Ca ncellatron of Treasury Shares ' I
Shmser Bank’s Board of Directors today approved the cancellatton of 85 mllllon Shinsei Bank
Common Shares currently held as treasury stock on November 16, 2006. The cancellatron of 85
mrllron Common Shares will not affect the Tier 1 or Total Capital ratios. |
The reset of 50% of Series 3 Class B Preferred Shares issued by Shinsei Bank from 599:9 yen to
738. 0 yen per share on August 1, 2006 reduced share count by 1.8% on a fully diluted ba5|s
Cs ncellng 85 million Common Shares will further reduce share count by 4.2% on a fully dlluted basis,

.res,ultrng in an aggregate share count reduction of 6.0%. : |
li . I
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tlncome Statement; ‘ i}
For the six months ended September 30, 2006 Shinsei Bank reported total revenue of 138 5 brilron

yen an increase of 7.9 billion.yen, or 6.1%, as compared to the same period in the prevrous t"scal
j

year. ‘ - | |

Net intereet income grew 11.6 billion yen or 28.9%, to 51.7 billion, .yen due partly to ari increase in
interest-earning assets in all three strateglc pillars (Institutional Banking, Consumer and Commercral
Fmance and Retail Banking), as well as .to an increase in net yleld on interest-earning| assets. Net
revenue on interest-earning assets compnsed of net mterest income and revenue on Ielased assets_
and installment receivables, increased by 13.5 billion yen to 77 3 b||l|on yen for the first half of fiscal
year 2006 as compared to the same penod last year. The increase in the average balance of ,
mterest -earning assets was largely attrlbutabte to substantial growth in loans and btlls discounted
bcrlance The increase in yletds on interest-earning assets Iargely reflects higher ylelds on foreign
currency denominated securities. The higher balance of customer deposits, mcludlng negotrable
ce-rtlf cates of deposits, accounted for about 90% of the mcrease |n interest-bearing llabrhtles The
|n|.rease in yields of interest-bearing liabilities primarily reflected the interest expense assouated with
|

Non interest income, consisting of net fees and commissions, net trading income and net otherl

fundlng swaps.

busrness income, declined 3.6 billion yen, or 4.0%, to 86.8 bitlion yen. The primary factor causing a
: dectiane in non-interest income was equity in the non-consolidated net loss of Shinsei Bank's
' equtty-method affiliate, Shinki. Shinki incurred a non-consolidated net loss of 15.4 billipn yen, and
Shirjtsei‘ Bank’s‘equity in such foss was 5.3 billion yen, net of consolidation adjustments which is
mvluded in net other business income. Shinki’s non- consolldated net loss was due pnmanly to
prowsmns for potential losses from the reimbursement of excess interest payments andlrelated loan
Io.,ses. Declines in net other business income caused by Shinsei Bank’s equity in Shinki's net loss
andl;other factors were offset in part by increased revenue from credit trading and other a;ctivities.
|

General and administrative expenses for the six months ended September 30, 2006 were 75 7 billion
yen an increase of 9.0 billion yen, or 13.5%, as compared to the same period in the prevrous fiscal
year The increase is due mainly to mcreased product and customer support required for business
expansron in all three business pillars as well as to the addition of 2.1 billion yen in expenses related

to the newly acquired consumer finance company, Zen-Nichi Shinpan. a '

Net credrt costs were 5 2 b||||on yen for the six months ended September 30, 2006, as compared to
14. 5 billion yen for the same period in the-previous fiscal year.” The decline in net credrttcosts was
mdlnly attributable to an |mprovement in the credit ratings of several obllgors This was offset in part

1

- by hrgher credit provisions in APLUS relatlng primarily to delays in portfolic collections. !
|

|
I

[
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The acquisrtion of majority stakes in APLUS, Showa Leasing and other consumer and commercral

fi nance (CCF) companies resulted in the creation of goodwill and other intangibies The amortizatlon
of goodwul and other intangibles declined 4.1 billion ‘yen o 10.5 billion yen for the six months ended
September 30, 2006 compared with the same period in the prevrous fiscal year. The amortlzatlon of

goodwill and other intangibles relating to APLUS (mcludmg Zen-Nichi Shinpan) and Showa Leasing
as 8.7 billion yen and 1 7 billion yen, respectively. . :
|
Shinsei Bank’s financial results for the six months ended September 30, 2006 were |mpacted by
provisions made by APLUS and Shinki for future possible losses on reimbursements of excess
interest payments and loan losses in response to the release on October 13, 2006, b¥ the Japan
Institute of Certified Public Accountants 'of “Audit Guidelines on Consumer Finance bompanies’
Provisions for Possible Losses on Reimbursements of Excess Interest Payment's" These
guidelmes stipulate that consumer finance companies make certain, provisions as of September 30,
_ 2006 for possible losses on reimbursements of excess interest payments and loan iosses related to
consumer finance loans extended at interest rates in excess of_ the mammu.m inerest rate,prescnbed
in the Interest Rate Restriction Law. In accordance with such guidelines, the amount of s'uch reserve
for APLUS and Shinki was calculated using the average. penod to maturity of the aﬁ‘ected loans, an
estimate of the percentage of such loan transactions that will be subject to a future reimbursement
request based on past expenence and an estimate of the average amount to be reimbursed based on
pa: >t:expenence APLUS (including Zen-Nichi Shinpan) made an additional prowsmn a'nd incurred
related costs of 2.3 billion yen, and Shinki made substantiat provisions, as discussed above.
T | | |

Taxe':s and other for the first half of fiscal year 2006 totaling 8. 1billion yen includes minority| interests in
net income of subsidiaries. For the six months ended September 30, 2006, minority intelrests in net
mcome of subsidianies increased to 8.2 billion yen from 1.2 biilion yen for the same perlod in the
prevuous fiscal year reflecting primarily dividends paid on perpetuat preferred securities issued by two

+

ﬁndnce subsidiaries in February and March 2006.

v
I
n !

i
' |
i : ) . '
As a result, net income for the six months ended September 3'0 2006 amounted to 38. 8 billion yen,

an mcrease of 1.1 billion yen, or 3.1%, compared with the same period in the previous t'st!:al year.

Casﬂ Basis Net Income . | ) :

Shinsei Bank also reports cash basis net income on a voluntary basis in order to prowde greater
transparency and understanding of its underlying performance. Cash basis net income |s calculated
by exctudlng amortization of goodwill and other intangibles, net of tax benefit, from net | mcome under

Japanese GAAP. The first six months of this fiscal year included 8.7 billion yen of amortizled goodwill
. , | :
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'and‘other intangibles, net of tax benet“t related to the acqursmon of CCF companies. Consolldated :
, cash basis net income for the period was 47.6 billion yen, as compared to 50.5 billion yenla year ago

Cash basis diluted net lncome per share for the six- Thonth period of flscal year 2006 was 23.96' yen a

decrease of 4.5%, as compared to the same period last year. .

2 Busmess Line Results ’ f _ ' :
Shlnsel Bank continues to expand and develop its coverage of a broad range of busrnessies and
customer segments through its three strategrc pillars: Institutional Banklng Consumer and

-Cc-mmerCtaI Flnance and Retail Banking. Instrtutlonal Banking i is focused on offering a growing range
of advanced and mnovatrve investment and commercial banking servrces to institutional customers.
Consumer and Commercial Finance provudes a full range of products and services to smaII and
medium-sized companies, and individual customers Retail Banking contlnues to grow its mduvudual

customer base by providing innovative products through convenient drstrlbutlon channelsl
’ ' ‘ "- . ' i

; o
Ins t|tut|onal Bankmg o - : !,

Shmset Bank has deve[oped a successful hybrld banking busmess model based on the functronatlty '
of a commercral bank and the innovativeness of an mvestment bank. In the first half of t'scal year
2006 the Institutional Banking business earned revenue of 55. 2 brlllon yen, 4.5% or 2.3 b||||on yen
hrdher than the same period a year ago. The business made good progress in real estate finance,-
Ioanrportfollo growth and in both the domestrc and mternatronal credit trading business. Secuntlzatlon
actwrtles were limited by oversupply in the market while volatrlrty in the equity and fixed |n|come

ma rkets challenged the capitai market business. General and admlnlstratrve expenses forthe period
mcreased 2.1 billion yen to 21.9 b||||on yen, relating to expansmn of the business. Net credrt
recoverles for the period of 17.2 billion yen are mainly attrrbutable to an |mprovement in the credit
ratlngs of several obligors. As a result, ordinary business proﬁt after net credit recoveries totaled 505
bl|||0_l|1 yen, a 15.0 brllron yen increase over the same period Iast'fscal year. 1
Consumer and Commerclal Finance ;

The Consumer and Commermal Finance business provrdes consumer finance, commercral finance
and specnalty property fi fnance for both consumers and small businesses. This busmesls has been
built 1 'up through the acquisition of a number of subsidiaries which now form an integral part of the
Shmser Bank Group with ‘a dedicated team providing operational ahd managerial drrectilon to each
subs;dlary to leverage core competencies and intra-bank synergies. The business generated total
: revenue of 60.7 billion yen |n the first six months of fiscal year 2006. Thrs is 3.0 billion yenihigher than
a year ago General and admlnlstratlve expenses increased 5.1 brillon yen, partly due tl) 2 1 billion
yer |n expenses relating to Zen- -Nichi Shinpan, a newly acqurred subsidiary of APLUS.

N . . !
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The/fi lt’rst half of fiscal year 2006 has been a challenging perrod for, the Consumer and Commercral
Flnance business. Though Showa Leasmg and the specialty property businesses posted good results

‘ .
dunng the period under revuew the addltronal provision requlrements following recent regulatory
ch.anges arising from the “Grey Zone” |nterest rate cap issue have affected the t’nanmal performance

of consumer finance: related subsidiary APLUS and affiliate Shrnkr APLUS made an. addltronal
provision and incurred related costs of 2(3 billion yen and S_hlnkl made substantial prowsmns,;as
. I i }

i

discussed above. \ o

Net credit costs during the first half of fscal year 2006 increa'sed 3.6 biltion yen to 20. 1 billion yen .

marnly due to delays in portfollo coltectron |n APLUS. As a result ordrnary busrness prot't after net

credlt costs was 5.5 bltllon yen, 5.7 billion yen lower than same: perlod a year ago. '
'l

Retall Banking

Shmsel Bank’s retail customer base contlnues fo grow at a S|gn=flcant rate, reaching over ﬂ 8 million

i
|
) 1 |
1

Powerﬂex relationships as of the end of September 2006. The Bank continued to launch nlew
products such as the Power Step-up Yokin, an extendable yen trme deposrt and the Emergrng

) Currency Bond Fund, a publicly-offered domestrc investment trust that invests in emergmg market

f‘xed income securities. New branches have been opened in Omotesando and Nthombashl and the

Bank has also expanded its ATM network. —_— : }
e] ‘ B

; : | _ : |
J

' 1
Dunng the period under re\ﬂew savings, trme and structured deposrts contmued to grow steadrty but

' spread compression on structured deposits and weak demand for asset management proiducts

|mpacted revenue growth In the first half of fiscal year 2008, the business generated reve{\ue of 18.5
b||||on yen, 1.9 bllllon yen lower than same: period last year. The increase in general and
adrnlnrstratrve expenses of 1.9 billion yen to 19.4 billion yen relates to the full impact of retail banking
facrlmes established in the prior year, mcreased investments in new technology systems and
customer driven transaction activities. Ordmary business prot” t after net credit costs for the period
was nrl as compared to 3.7 billion yen a year ago. g‘ I

- o |
In August 2006 Shinsei Bank was once again ranked No. 1 in a customer satrsfactron sur\iey by the
Nlhon Keizai Shimbun and in October 20086, the Bank was recognlzed as "Best Retail Bank in Japan

by Fhe Asian Banker for the second consecutive year and awarded the “Excellence in Internet

Y

Aw.ard” for the Asia- Pacrflc region by the same publication.

! |
ALMICorporateIOther i
ALM, aCorporate and Other primarily mcludes results of corporate treasury activities, mte'r—compa'ny

= |
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adjustments and corporate level expenses. In the first six months of this fiscal year ordin ]ry business

profit after net credit costs was 1.4 billion yen. !
\I . ;
3. Balance Sheet: , [

Total loans and bills drscounted balance mcreased to 4,781.4 billion yen at September 30, 2006 as
compared to 4,087.5 billion yen as at March 31, 2006. In the six months ended September 30 2006

Shinsei achieved loan growth in all three busrness pillars. Corporate'loans increased 8. 8% to 3, 103 2:
billion yen, non-recourse real estate fi finance loans increased 44.3% to 665.8 billion yen, Ioans to retail

customers, including lending to high net worth individuals, gregrv 11.1% to 548.6 billion yen and loans

to consumer and commercial finance customers increased 11.5% to 416.1 billion yen. !

Total deposits, including negotrable certificates of deposrl increased 873.9 billion yen, or 21 2%, to
4,945.7 billion yen at September 30, 2006' compared with March 31, 2006. The retail deposrt balance
grew 283 8 brllron yen, or 8.1%, in the six months ended September as compared to March 31, 2006
and' lnow exceeds 3.3 trillion yen. As a result, retail funding represented 66.5% of total customer *
deposrts and debentures at September 30, 2006. ' |

1
i‘
1

4. Non performing Loans {non-consolidated): ‘ \
Ncnsperforming loans (NPLs) under the Financial Revitalization Law as of September 30 2006
decllned to 26.0 billion yen, a reduction of 16.5 biliion yen, or 38. 9%, as compared to'the NPLs
balance at March 31, 2006. The NPLs balance now represents 0.5% of total non- consoquated claims
oqls,}andmg. : |

C b
5. éapital Ratios; . !
Shmser Bank's Tier | and Total Capital ratios were 8.3% and 13.5% respectively as of Selptember 30,
2006 Net deferred tax assets the difference between deferred tax assets and deferred tax liabilities,

[}
constltuted 2.6% of Tier | capltal ' : : |
T

[
| | i
Shinsei Bank is a Japanese financial institution providing a full range of financial products and services to both
institutional and retail customers based on a three pillar business model comprising Institutional Bankrng Consumer
and Commercral Finance and Retail Banking. The Bank has total assets of US$ 88 biflion on a consolidated basis and
& netwonk of 29 Shinsei Bank branches in Japan (as of September 2006). Shinsef Bank demands uncompromising
levels of integrity and transparency in all its activities to earn the trust of customers, staff and sharehofders The Bank

is commrtied to delivering long-term profit growth and increasing value for all its stakeholders.

i Laa iy d

Newsﬂ and other information about Shinsei Bank is available at http://wwwg shr’nseibank_com/engﬁsh/r’ndeif.html.
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Results of Operations'" | - (oions of yen)
: f | lreference)
for the first haf ended . for the fiscal year andad
(Hatt year somparisan) ey 308 range | 31 20
‘. a b’ a-b % )

Met interest income 51.7 40.1 1.6 28.9% | 822
Met fees and commissions 2.2 ' 235 {1.2) ) {5.3)% | 455
Net trading income 1.2 12.7 (1.4)- {11.5)% I 275
MNet other business income 53.2 541 {0.9) i1.7)% 1183

MNon-interest income 86.8 0.4 {31.6) {4.0)% i 161.4

Total revenue ™ 1385 130.5 73 B.1% I 2737

Gereral and administrative expenses ¥ 15.7 666 - ¢ 9.0 135% | 135.9

Ordinary business profit (jisshtsu gyom jun-eki) @ 62.8 63.8 {1.0) {16% ! 137.7

Net credit costs ' 5.2} (14.5} 93 (64.0)% | {301}

Amortization of goodwill and other intangibles {10.5) (14.8) : 4.1 (28.2)% l (29.4)

Tax2s and others {8.1) 31 {11.2) {363.0)% {2.0)

MNet incoma 5.8 37.7 L 1.1 3i‘x= ‘ 760

Cash basis net incoms * 47.6 505 {2.9) {5.8)% | 101.9

i {bilions of yen}
Thres months Three manths Three months |
{Three months comparison} srded ended Change ended ! Change
Sep. 30, 2008 Sep. 30, 2005 . Jun, 30, 2006 i
(ZQ-FIZOO!!J t20-F:200§] a-b (%) [10—F\C’2DDG] . I a-c{%}
Net interest income 271 207 30.8% 245 10.5%
: ]
Met fees and commissions 1.0 19.6 3.8% 11.2 t (1.3)%
Met trading income 4.2 79 {46.5)% 7.0 1 {38.5)%
Met other business incoma 271.9 26.6 4. 7% 25.3 10.3%
Non-inferast income 4).2 45.2 ; {4.5)% 43.5 ! (0.7)%
Totat revenue 70.3 66.0 6.6% 68.1 E 33%
General and administrative expenses ™ 384 321 19.3% - 3rs 2.5%
Ordlné:ry business profit (isshisu gyomu jun-akiy 31.9 338 {5.4)% 308 ; 38%
Net credit costs (1.4) (6.4} (84.4)% (3.7) (60.9)%
Amc-rti.:zfation of goodwill and other inlangiples (4.3) {7.8) {44.5)% (6.2) 1 (30.1)%
Taxes %nd others [6.5) 37 {276.3)% (18} 297.5%
Netincome 19.6 20.2 . (3.1)% 19.2 | 22%
I
Cash basis net incoma ' 23.1 245

274 (14.9)%

(5.91%

(1) Certain prior period amounts have been reclassifled te confarm to curent paviad presentation,

2 Reprﬁmls results based on managemant accounting basis
' '
(3) tr oujr L]

(4) Eccludes amortization of goodwill and othar intangibies, net of tax beneft, related 16 consum i and commerdal finance companias.

Sel(!ctézd Balance Sheet Data

'
i

(biltions of yen)

b as of the end of

i Sep. 2008 Mar. 2006 Change

IS ' a b &b %
Securities 1,771.7 1.494.4 2773 18.6%
Loarns and bills discounted 4,7814 4,087.5 , 693.9 17.0%
Leased assets and installiment receivables' 8354 825.0 10.4 13%
Other iﬁtangiblas"' : 63.8 * BB.1 (4.3) 6.3)%
Goodwill, net 219.4 2266 7.2 {3.2)%
Cuétu'mers' liabilities for acceptances and guarantaes 789.4 8134 {24.0) (3.0)%
Total assets ) 104336 9,405.0 1,028.6 10.9%
Deposits {including Negotiable Certificatas of Deposit) 4,945.7 4,071.7 874.0 21.5%
Debantures and corporate bonds 1,059.5 1,316 9 (257.4) (19.5)%
Bonnwgd monay 1,219 1,205.7 a2 0.7%
Acceptances and guarantees 789.4 813.4 {24.0} (3.0)%
Total liabilities 94229 8,287.8 1,1351 13.7% .
Minority interests in subsidiaries / 261.8 / /
Total net assets 1,010.7 855.3 "155.4 18.2%

{4) Leased assets are inchuded in premises and

of other aasets and inglalimen! recetvables are a part of other assets in the consalidated balance sheet.

{5) |dsnlified intangible assets recorded through acquisitions of consumer and commerdal financa companies,
r

* {6} Tetal net assets as cf the end of Sep. 2006 indude minority interexts in subsidiaries (284 & bilions of yen).

| T %, billions of yen)

Cap'itall Adequacy Ratio a3 of the end of
; . Sap. 2008 Mar, 2006 ~ Change
a b a-b %
Capital adequacy ratio 13.47% 15 53% (2.06)% (13.3)%
Tier | ratio 831% 10.27% (1.96)% (19.1)%
Tier | capital 846.8 7381 {91.3) (12.4)%
Tier Il capital 4756 ‘4185 56.1 13.4%
Risk assots 7,782.7 7,180.4 602.3 8.4%
it .
References as of the end of
‘ Sep. 2006 Mar. 2006
E:tch:anga rate (VS) XTI 117.47
N kkei average 16,127.58 17,059.66

8



v l : ) for the first half ended | for the fiscal year ended
| 1 Sep. 30, 2008 Sep. 30,2006 1 Mar. 31,2008

‘ ' (1H-EY2008) (1H-FY2005). | (FY2005) .
Common sharehoiders net assets 7 ' : 383.20 35468 | 380.20
Fully diluted shareholders’ net assets 411.58 40466 471.62
. Basic net income ' o 27.13 2633 53.16
1" Diluted net income L ,‘ 19.54 1871 ! 37.75
! Note: ' : . ; '
i For calculation of per share data » ' . ! .
* {net assets) Number of common shares @ | 1,377,120,083  1,358,521,003 |  1,358,520,547
Fully diluted number of shares @ 1,812,065,674 2.028,002,412. 2,028,675,851
(net income} Number of common shares @ | 1,384,101,577 1358621647 . 1,388,521,302
Fully diluted number of shares ® '1,988,114,409 - 2,015,158,063 : 2,015,832,613

{1} Cakulated by deducling stock acquisition rights, minority interests ln subsidiaries, prefeired shares and dividends defated lo preferred shares from the

total net assets on the consolidated interim balance sheais as of September 30, 2006. B
(2) Outstanding shares at the and of the respective pericd
{3) Weighted average number of oulstanang shares dunng the respacﬂve penod

Cash basis per share dataj ’ ' : {yen)
. . : ; (reference)
) for the first half ended . for the fiscal year ended
' . Sep. 30, 2008 Sep. 30, 2005 Mar. 31, 2006
i . {1H-FY2006) {1H-FY2005) {FY2005)
. Basic net income i ' 33.56 35.79 7216
*{ Diluted net income . : 23.96 25.08 ' 50.55
! o
il Performance Ratios . _ ‘ , (%)
4 - : {reference)
’ J ' for the first haif ended . for the fiscal year ended
Sep. 30, 2006  Sep 30,2005 ¢ Mar. 31, 2006
| ) _ (1H-FY2006) {1H-F Y2005} (FY2005)
& Return on assets ' . 0.8% 0.8% . 0.8%
# Return on equity {fully diluted) ', 9.7% 9.4% 8.3%
:; Cash basis return on assets 'i ‘ 1.0% 1.2% 1.2%
£ Cash basis return on equity (fully diluted) ’ 11.8% 125% 12.4%
i Expense to fevenue (overhead) ratio 54.7% 51.1% 49.7%

i (+} Management accounting basis B . B 1
I :
i . . _ :
.. Supplemental Financial Data and Reconciliation to Japanese GAAP Measures'!
4 E . : i

:{l For the first half FY2006 ended September 30, 2006 (billions of yen, except per share data and percentages}
! Amortization of goodwill and other intangibles ’ :
4 Amortization of other intangibles . ' 4.2
i Associated deferred tax liabifity o . ' 1.7)
% Amortization of goodwill - 8.2
2 Total amortization of goodwill and other intangibles, net of tax benefit ) . . - 8.7
{WReconclliaﬂon of net incoma to cash basis net income
: Net income . ' . 38.8
. Amortization of goodwill and other intangibles, net of tax benefit ' L B.7
.Cash basis net income ’ - ! 47.6
. IReconciliation of basic net Income per share to cash basis basic net income per share '
'j' Basic net income per share \ 27.19
"l Effect of amortization of gocdwill and other mtangsbles net of tax benefit .. 6.35
EICash basis basic net income per share i . 3355
{|Reconciliation of fully difuted net income per share to cash basis fully diluted net income per share ,
.‘ Fuily diluted.net income per share 18.54
: Effect of amortization of goodwill and other intangibles, net of tax benefit ' 4.42
;Cash basis fully diluted net income per share i ) 23.98
!iReconciliation of return on assets to cash basis return on assets ,
5 Return on assets o ¥ . 5 0.8
.. Effect of amortization of goodwill and other intangibles, net of tax benefit - ' N 0.2
'Cash basis return on assets . \ 1.0
.:FlecorlCiliation of return on equity to cash basis return on equity
* Return on equity (fully diluted) ot 9.7
% Effect of amortization of goodwill and other \ntanglbres net of tax benefit f 2.2
:Cash basis return’'on equity {fully diluted) 11.9
(Reconciliation of return on equity to return on tangibla equity
i Return on aquity {fully dituted) ) 8.7
“ Effect of goadwill and other intangibles @ . ) . \ 7.9
Return on tangible equity (tully dtluted) . [ 177

im Renecis adustments of goodwill and other mtangnbles asso:lmedwllh the acqunsmon of consumer and commercial ﬁnanr,a companies.
(2) Netingome excludes amortization of goodwill and other intangibles, net of tax benefit. Average shareholders’ equity excludes
umdmll and other intangibles. -

¥




- Sep. 30, 2006 Sep. 30, 2005 Mar. 31, 2006

i‘ {1H-FY2006) {1H-FY 2005) (FY2005)

', Average Yield/rate { . Average Yield/rate Avérage Yield/rate
3 balance Interest (%) . balance Inferest (%) balance Interest (%)

* Interest-earning assets @ ; o _ . : _

Loans and blﬂs discounted i 43048 . 59.2 274 | . 3,576.5 50.8 283 . 37307 1044 2.80.
Leased as:.ets and installment réceivables @ 838.0 255 6.09 7814 236 604 ! 7193.7 46.0 580
Securilies : 16058 168 209 | 16985 83 098 17244 163 098
Other interast-garning assats ®* 6727 6.8 n.m. 356.8 2.1 n.m. . 5037 3.7 n.m.

Total interést-earning assets ‘74216 1085  2.92 6.413.3 849 - 264 67497 1710 253

" Interest-bearing liabllities: . n co | ‘
Deposits and negotiable certificates of deposit 4,472.7 138 0.61 , 35485 8.0 0.45 . 3,776.8 169 0.45
Debentures ' 871.0 i5 036 | (11989 26 044 11529 47 oM

" Subordinated debt 308 36 19 | 2516 30 24 2597 55 213
Borrowed money and corporate bonds 1,127.2 R 53 094 1 9673 65 1.36 999.3 122 1.22
Other interest-bearing liabiliies 387.5 7.0 n.m. 225.8 0.8 n.m. 2295 33 n.m.

Total interest-bearing liabilities 7,219.6 .2 0.86 6,192:4 21.2 0.68 5,418.4 42.7 0.67

*" Non interest-bearing sources of funds: . |

Non interest-bearing (assets) liabilties, net {598.7) - - ' (582.7) - - (4B9.7) - -
Shareholders’ equity 8007 - . 8036 . - . 8210 - .
Total interest-bearing liabilities and : ;

non irterest-bearing sources of funds 7,421.6 - - - 6,413.3 - - 6,749.7 - -

" Net interest margin @ .- - 2,05 .- 1.6 : . 187
Impact of non interest-bearing sources va - 0.02 . - 0.02 i. - 0.03
Net revenue/yield on interest-earning assets‘? be 77.3  2.08 - 63.7 198 B 1283 1.90

" Note: ' ; : !

Reclass from total revenug on interast- earnlng assets 1o tofal interest income. i . : l .
" Total revenue on interest-earning assets 74216 1085 2.92 - 6,413.3 849 264 6.749.7 1710 2.53
Less: Income on leased assets and installment recewal:les ﬁas_o . 285 6.09 1 751,4" 23.6 6.04 7§3_7 46.0 5.80

" Total interast’income * 6583.5 829 251 ‘56319 . 613 . 217 50559 1250  3.10

Total intere st expense . 31.2 - C. 21.2 - t 42.7 -
- 51.7 - - 40.1 - -

for the first half ended

Six months ended

L

Six months ended

Fiscal year ended

l
|
i
|
|

Net interest indome

(1) Certain priBr period numbers have been reclassified to conform to current period prese__maﬁon.

" (2) Includes Iezlased assets and instaliment receivables and related yields.
(3) Interest eaming doposits have been restated, by excluding cash deposns to be consistent with pno( penod reporting.

{4) Other m'rerri-_\s! eaming assets and other interest-hearing liabilties include interest swaps and funding swaps.
P !

N
Interest-Earning Assets and Interest-Bearing Liabilities {Non-consolidated)

Six menths ended

82.2

{billions of yen, except percentagss)

St months ended

] Fiscal year ended

-5,667.7:

58728

: Sep. 30, 2006 ; Sep. 30, 2005 , Mar.31, 2006

{‘l (1H-FY2006) {(1H-FY2005) ; {FY2005)

Average Yield/rate Average Yield/rate Ave'rage ' Yiele:ﬁrate

! baiiance Interest (%) balance Interest (%) balance Interest (%)
interest-earning assets: : ’ ]
Cash and due from banks 922 1.2 2.77 72.3 10 2.92 86.3 2.0 2.33
Call loans 871 01 0.23 44.9 0.0 0.03 160.9 . 0.0 0.02
Receivables under resale agreements - - - - - - ! S- -
Collatsra!'relai?d to securities borrowing transactions 149_7 0.2 - 0:27 6.4 0.0 0.49_ ‘iO.Z 0.0 0.29 '
Securities " 1,900.3 20,7 217 1.977.4 11.8 1.19 1 ,99[7.4 21.0 1.05
Loans and l:ills discounted 4.124.7 "7 1.53 3.4839 28.8 1.65 36123 578 1.60
Other inters st-saming assets 58.4 0.6 2.31 ' 828 03 093 65.4 0.9 140
Interest rate and funding swaps - 4.5 - - - 06. - = 0.6 .-

Total interest-earning assets 6,412.6 59.2 1.84 '5,667.7. 42.7 1.50 58728 82.6 1.40
Intesest-bearing Nabtlities: : ) : ) | )
Deposits ’ 42780 134 o0s2 | 34211 80 047 37465 188 045
Negotiable certificates of deposit 2560 02 021 199.6 00 002 . 199.7 po 003
Debentures i 8729 15 035 | '12063 26 043 11885 47 040
Call money . . 1571 1.0 127 139.1 00 007 1273 00 007
Payable under"_repurchase agreements " - - ; 1.2 0.0 0.00 50.6 0.0 0.00
Collateral re?ate}d {0 securities lending transactions 701 0.0 0.20 6.6 0.0 0.20 :4_9 0.0 0.55
Borrowed maney 279.6 0.9 067 i 3244 35 220 308.4 58 188
Corporate bonds 450.1 9.2 4.8 50.0 01 042 1053 1.7 <164
Other imeres:l-l;earing liabilities 0.3 5.8 n.m. ) 0.3 0.7 n.m. \.0.3 3.0 n.m.
Interest rate and funding swaps - - - 1 : - - - d - -
Total interest-bearing liabilities 6,364.5 32.1 1.00 i5,348.8, 15.2 0.56 5,652.1 323 0.57

Net interest ml:omefyleld on interest-earning assets 6,412.6 271 0.84 . 274 0.96 50.2 0.85

n.m.: not meanlngful
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For t!fe first half Flscaﬁ Year 2006 ended September 30, 2006

(bitlions of yen)

Consumer and ALM/
. i ln;g::;:;al Commercial / El:::(al:: Corporate/ Total
3 Finance () . 9 Other &
Total revenue ' §5.2 ! 807 19.5 29 1385
General and administralive expenses 2.9 35.0 19.4 (0.7) 75.7
Drdma_ly business profit 333 25.7 0.1 " 3.8 62.3
Net credit costs (recoveries) {17.2) 20.1 0.0 ! 2.1 5.2
Cerinahr business profit after net ¢redit costs (recoveries) 50.5 " B.5 0.0 , 14 57.5
: ' |
(") breakdown of Consumer and Consumer and
f(Cnmmercial Finance APLUS Lse :ZT:‘:, sub:::; 'rie 44 Corpmt:erclal
i ' : ' Finance
Total revenue 48.2 134 {0.8) 607
General and administrative expenses ' 270 - , 53 2.6 350 .
{rdinary business profit (loss) 211 B.0 ! " (3.5) 1 25.7
Hed credit costs 17.6 1.4, 1.2 20.1
Ordinary business profit (loss) afler net cradit costs - 3.5 6.6 ' (4.7) i 5.5
For m$ first half Fiscal Year 2005 ended September 30, 2005 ' . )
i y Consumer and ALMI
‘ In;t;t:':llg;al Commercial B::Lal:: Corporatel Total
: ; Finance (*) Other @
Total revenue 528 576 . 215 {1.5} 1305
General and administrative expenses 1938 298 175 | {05) 66.6
Ordlnary business profit (loss) 330 278 4.0 " (1.0) 63.8
Net credit costs (recoveries) (2.4) 165 0.2 | 02 145
Ordinai:'y business profil (loss) after net credit costs (recoveries) 354 1.2 3.7 ' {1.2) 492
: 3
breakdown of Consumer and ' Consumer and
0 Commercial Finance APLUS Lse:c:;;ag sub‘zit::a'rfeé" Comm:el'cial
! Finance
Tollal revenue 40.4 boq241 5.0 | 57.6
Generai and administrative expenses 211 53 3.3 . 2938
Clrdlnaly business profit 19.2 6.7 1.7 , 278
Net credut cosis 13.7 23 0.4 16.5
Clrdlnary business profit after net credit costs 12 D112

55 4.4

1 C-rtaén prior period amounts have been reclassifled to conform te cusrent period presentation,

2 R-presents results based on managsment accoundng basis.

{3) AL MICorporate.'Dmef Targaty indudes results of corporate freasury activities, Income from propriatary invesunems and cofporate (avel expenses,
(4) Includes net profit {loss) of Shinki. an affiliate, and unaliecated Consumer and Commercial Finance sub-group expenses

Eamin'gs Forecast for Fiscal Year 2006 Results

L}
]

{Consolidated) (billians of yen)
Fiscal year endad
. Mar. 31, 2007 Mar. 31, 2006
g {FY2008) (FY2005)
' Forecast Aclual
76.0

Net income

(Non-cnsalidated) ®

- 76.0

{billions of yen (other than dividends))

Fiscal year ended
. Mar. 31,2007 Mar. 31, 2006
i ‘ {FY2006) (FY2005)
. Forecast Actual
Nei husmess profit §9.0 69.1
Nef income 75.0 748
Dividends {in yen)
Common stock 3.3 30
! Class A preferred share 13.0 13.0
i .48 48

| Class B preferred share

(5) Ruvitélizallon plan basis

|

Above forecasts are based on current assumptions of future events and trends, which may be incorrect.

Actual résuﬂs may differ materially from those in the statements as a resulls of various factors.
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CQnsblidated Interim Statements of Income

1
f
|
!

{millions of yen)
1H-FY2006 1H-FY2005 Change
: a b ab | %
Interest on loans and bills 59,240 50,809 8,431 - 16.6%
Interest and dividends on securities 16,811 i 8,370 8441 100.8%
Other interest income ' 6,894 L 2120 a7es|  2238%
Interest income 82,946 . 61,309 211637 © 35.3%
Fees and commissions income 34,075 34,239 (164) (0.5)%
Trading profits 11,429 | 12,791 {1,362) (10.6)%
Other business income 138,202 132,693 5509 4.2%
Other ordinary income 16,461 | 12,571 3890 30.9%
Ordinary income 283,113 253,606 29,507 11.6%
interest on deposits,including negotiable !
. certificates of deposit 13,692 8,074 5618 69.6%
interest on debentures 1,556 ' 2621 (1,‘065) ) (40.6)%
Interest on other borowings 5,864 |. 8,484 2200 (308)%
Other interest expenses 10,115 | 2022 8,1093 400.2%
Interest expenses 31,228 | 21,201 10,027 47.3%
Fe;es and commissions expenses 11,808 10,740 1,068 9.9%
Trading losses 156 47 109 231.9%
Other business expenses 93,370 | 90,177 3193 3.5%
Generai and administrative expenses 75,913 | - 67,003 8,910 13.3%
Amortization of goodwil 6,246 / oy )
Amortization of other intangibles 4,204 | / by /
Total General and administrative expenses 86,454 ~ 67,003 19,451 29.0%
Other ordinary expenses 14,192 16,050 (1,858} {11.6)%
Amortization of consolidation goodwill / 10,113 : / C
Amortization of other intangibles /|, T 4,575 I /
Total Other ordinary expenses 14,192 |i 30,739 {16547) (53.8)%
Ordinary expenses 237,212 [ 219,911 17,301 7.9%
Net ordinary income 45,901 |, " 33,685 12[206 35.2%
Spedial gains 2,776 2713 ' 63 2.3%
Special losses 1,394 596 798 133.9%
Incoﬁne before income taxes and minority interests 47,284 35812 14,472 32.0% |
Inc:or‘rae tax (current) 1,367 1,733 (366) (21.1)%
Income tax (deferred) (1,209) (4.885) 3676 (75.3)%
Mino}ity interests in net income of subsidiaries 8,269 1,258 7,011 557.3%
Netincome 38,857 37,706 1151 31%
- T
?7, - 1 !
{(Ref.) Ordinary business profit §isshitsu gyomu jun-ski) " | 62.8 | 63.8 | 0.0 (1.8)%]
} yen/USS @i17.91 ‘ @t13.21 ;
() Mé nagement accounting basis :
i i
’ I
f
'
?- |
g
|
. !
12 {
|




Coﬂsolidated Interim Balance Sheets

13

N

- Assets .
: (millions of yen} .
Sep. 30, 2006 Mar. 3, 2008 Change |
\ a ' b ab I % ,
<<Assets>> . . ' l i
Casn and due frem banks ! - 312,408 ’ 458,601 © {176,195) (36.1)%
_[cai Ioa:|ns 20,000 : . 50,000 (30,000) I @0.0y%
Collatefal reiated to securities borrowing transactions 27,215 33,107 (5,892) (17.8}%
Other monetary claims purchased ) 256.955 H 2?‘3,937 23,018 8.4%
Trading assets 423,423 ! 193,581 2249 842 118.7%
Monetary assets held in trust , 506,563 : 456,167 50,386 11.0%
Securities 1,771,793 1,494,489 277,304 18.6%
Loars and bills discounted . 4,781,419 + 4,0{37,561 693,858 17.0%
Foreign exchanges ‘ 13,908 12,140 1,768 14.6%
Other assets ) + 844,184 9?4,398 (130,204) (13.4)%
Premises and equipment . ! 415,522 I !
Tangible fixed assets 398,152 , ! / ! /
ln:argible fixed assets 351,079 ! / ¢ /
(Goodwill, net) 215,411 . / /
Deferred issuance expenses for debentures 118 177 (62) (35.0)%
Deferrea tax assets ’ 30,805 do,022 783 26% |
Co.nsmﬁgation goodwill, net / 226,692 ! i i I
Customers' liabilities for acceptances and guarantees 789,451 813,480 (24,029} J {3.0)%\'
Reseve for credit losses ‘ {133,820) {144,868} 1noas| 1 g%
Total assets 10,433,666 $,405,013 1,028,653 ' 109%
Y yen/USS [-IREAT Q11747 i
i
A .
¥ }




i

--Liabilities and Net assets,

Consolidated Interim Balance Sheets

|
i
|

|

n.m.: not meaningful
il
f

\
'
v
i
4
\
|
L
|
3
il
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H {milifons of yen}
b h Sep. 30, 2006 Mar, 34, 2006 Change ‘
it
! a b ab Dy
<<Llahilities>> '
Depés'rts, including negotiable certificates of deposit 4,945 744 4,071,758 873,983 21.5%
ﬁabénm_fes T58,894 1,018,909 {260,018) 255)%
Czll money 449,989 30,000 419,989 "1400.0%
Col!qteral related to securities lending transactions 41,407 ;T 41,407 n.m,
Cemmercial paper 168,700 ’ 133.'2 00| 35,500 26.7%
Trading liabilities 106,634 149,990 @sz3s6)| (28.9)%
Borrowed money 1,213,998 " 1.205.765 8,233 0.7%
Foreign exchanges 4 138 (35) (89.7)%
Ccrporate bonds 300.527 298.?02 2,625 { 0.9%
Other, fiabilities 619,725 $35,753 283,972 | 15.7%
Accrt?:ed employa?s bonuses 8,059 13,886 ) {5,827} ] {42.0)% |
ReselrLVB for bonuses to directors 103 13 90 ; 692.3% '
Reserve for retirement benefits 3,150 3,308 (119) . {3.6)%
Rese:rva for losses on interest repayments 2,485 - 2,485 | n.m.
Reserve under special law ) 2 2 - | -
Defef_fed tax liabilities 13,903 13,718 185 I 1.3%
Acceptances and guarantees 789,451 813,480 {24,029) I @o%
Total Habilities 9,422 915 8,287 832 1,135,083 I 1%
«Mujorlty interests in subsidiarles>> !
Minority interests in subsidiaries / 261,845 ' I i
<<Net Assets>> <<Shareholders’ equity>> 1
Sha re;!’lolders' equity 3
Capital stock 451,296 451,296 - 1 -
Caéital surplus 18,558 18,558 - ; -
F!elgined earnings 414,399 379,502 34,897 9.2%
Treasury stock, at cost {136,543} {12) {126,531} 1137758.3%
.| Totat shareholders equity rrT | / ; : /
Net un:realized gain / loss and translation adjustments \
Wet unrealzed gain /loss on securities avallable-for-sale. net of taxes (556) 2,208 (2,764) . {1258.2)%
Net{jdeferred loss on hedge, net of taxes {3,944) / ’ : /
Foreign currency transiation adjustments 2,604 3.781 1,177 ;. @A1N)%
Total net unrealized gain / loss and translation adjustments {1,895) I / ' /
Stock ;;aoquisilion rights 260 / y : /
Minarity interests in subsidiares 264 675 I ! Vi , I}
Total net assets 1,010,750 855,335 /
Total llabilities and net assets 10,433,666 | 9,405,013 1,028,653 . 10,9%
i yeni USS Qi117.91 @117.47




Consolidated Interim Statement of Changes in Net Assets : I
. ) : | | l
. . (mitllons of yen) I
. ' Shareholders' equity A
b . i .
; . " * Total |
i j ! |
Capital stock . Capitat Reta! ned Treasury shareholders’
surplus eamings |stock, atcost|™ . |
. \ > equity |
- |
Balance at beginning of period 451,296 18,558 3795062 {12)] = 849,345 I
L . ) : ! \
Changes in amounts during the period ' :
Dividends from surplus (note) - - (3.947) - (3,.947) i
Net income - - 38,857 - 38,857
Acquisition of treasury stock - - - (136.671) ; (136,671} 1
- - {
Disposal of treasury stock - R (13) 140 126 !
Net change of itemns other than _ _ _ R _ f .
shareholders’ equity ¢ |
il i
Total changes during the period - —| ' 34me7] (138530 (101,633 !
5. , {
Balance ia( end of period 451,296 18,558 414,399 {138,543 747,741 ;
! . !
if '
!
; Net unrealized gainfloss and translation adjusiments' ‘
i#
| Net unrealized | Net defemed | Foreign T?;aal';:td Stock _ Minority Total net
y loss on securities |  losson [ cumency u"r:fio d -acquisition ; interests in assets
i avaitable-for-sale, | hedge; net of | translation |92/ oss 8N rights subsidiaries '
i : translation .
i net of taxes taxes adjustments . !
wo adjustmenls |
Balance at beginning of period 2,208 - 2,781 5,990 -l 2618s5| 1117180
Changes;jrin amounts during the period| )
Dividends from surplus (note) - - - - - - i (3.947)
Net inéome - - - - - - : 38.85‘7
Acqui%iﬁon of treasury stock - - - - - - (136,671)
Dispo%al of treasury stock - — - - - — ' 128
Net change of items other than ‘
chareholders’ ety (2.765) (3,944) (1377 (7,886) 260 2,330 (4,7486)
Total chahges during the period (2.765) (3.944) (11770 (7.886) 260 2830  (106,429)
Balance at end of period (556) (3.944) 2,604 (1,895) 260|  264675| 1,010,750

(note} T his" itern is resulted from appropriation of profit of previous fiscal year.

Hl
"
i
i
a
"
il
i
il

|
4
|
]
I
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Sept. 30, 2006

Sept. 30, 2005

| Change

VI. Cash and cash’ equwale nts at end of period

: (6 months) 6 months)
" o . - !
|. Cash flows from operating activities: ! : |
Inceme before income taxes and minority interests . 47,284 35812 11,472
Depreciation (other than leased assats) . ! 5778 2,045 3731
Deprac iation of leased assets ' ! 66,723 68,684 {1,961}
Armortization of consolidation goodwill i / 10,113 /
i Amortization of goodwill ' - 6,248 |/ /
Amortization of other intangibles . ' E 4,294 4,575 (281)
\ Equity in net income of affiliates ' o 3,547 {2,056) : C 5,803
X Net change in reserve for credit losses + (11,048) 68,177 o (17,225)
Net change in accrued employees bonuses + {5,834) (3,249) (2,585)
Net change in reserve for retirement benefits . (M9 (139) 20
Net change in reserve for losses on interest repayments ' 2,485 ) - N 2,485
interest income : \ ' - (82,946) (61,309) (21.837)
Interest expenses . . 31,228 21,201 v 10,027
Gain on securities sold . ' (6,815) (34) {6.581)
Gain on monetary assets held in trust ! . (4,140) (3.563) . 577
Net exchange loss (gain) 1,481 {53) . 1,534
Net loss on sale of premisas and equipment / i33 P/
Net gain on sale of fixed assets . (2,073) S/ . /
Net (galn)lloss on sale of leased assets . (1,004) . 5,493 (6.497)
Net change in trading assets (229,842) 48,625 (278,467)
Net change in trading liabilities . (43,356) 10.5’81 (54,337
Net chznge in loans and bills discounted (693.734) (396,993) (296,741)
Net chz nge in deposits ‘682,967 564,891 118,076
Net change in negotiable cerfificates of deposit 191,015 (53,315) 244,330
. Net changs in debentures (260,017) ' (60,903} (199,114)
Net change in borrowed money {other than subordinated debt) B 46,243 (3.289) 49,542
Net change iri corporate bonds (other than subordinated bonds) 6,845 (4,333) 11,178
Net change in deposits (other than non-interest-bearing deposrts) ' (26,217) 29,438 (55.655)
Net change in call loans " 30,000 (47.000) 77,000
Net change in other monetary claims purchased . (20,303) 78,007 (98,312)
Net change in collateral related to securities borrowing transactlons ; " 5,801 (1.488) 7.379
Net change in call money : :419,989 (33.631) 453,620
Net change in commercial paper ' 35,500 64,500 (29,000}
Net change in collateral related to securities lending transactions : 41,407 5,672 35,735
Net changé in foreign exchange assets - ' T (1,768} (4,331) 2,563
Net change in foreign exchange liabilities ' (34) 149 (183)
Net cha ng.:e in net trust account . (10,302) 6,532 (16,834)
Interest received { 72,521 67,968 4553
Interest paid v (24.086) ©.(19,903) (4,183)
Net chanage in trading securities (37,471) (27.750) {9,681)
Net change in monetary assets held in trust (59,235) (4.875) (54,260)
Net change in leased assets : ' (77,836) (68,459) (9,337)
- Others, net ; 162,179 (12,912) * 175,091
‘  Subtota) ! 265.637 221,150 44,487
' income taxes paid ' (3,986) (1,822) (2,164)
Net cash prowded by operating activities 261,651 218,327 42324
Il. Cash flows from investing activities: |
Purchase of securities ' (1,.210,621) (1.866,752) 656,131
Proceeds from sale of securities . 64,414 361,094 (296,680)
Proceeds frorn maturity of securities ' 861,947 1,392,514 (530,567)
Investm-=n_t in monetary assets held in trust " (5,508) (20,793) 15,285
Proceeds {trom disposition of monetary assets held in trust ' 18,478 7,861 10,615
Purchase of premises and equipment (other than leased assets) B / (2.787) /
Proceeds from sale of premises and equipment (other than leased assets) / 954 /
Purchase of tangible fixed assets (other than leased assots) ; (2,094) / /
Proceeds from sale of tangible fixed assets (other than leased assets) ; 6,925 | /
Froceeds from sale of subsidiary's stocks . . 3077 8, 1116 (6.039)
Others, net (2,272) {2.272)
Net eash used in investing activities i {266,054) (118,800) © (147.254)
1. Cash flows from financing activities: ' ’ '
Proceeds f[om issuance of subordinated debt , 60,000 10,000 50,000
Repayment of subordinated debt . (98,000) * b {98,000)
Payment for redemption of subordinated bonds (10,945) (3.000) (7.945)
Proceeds from minority shareholders of subsidiaries : ¢} |- o
Paymen: for capital refundment to minority shareholders of subsidiaries . (628) ! - (628)
Dividends paid _ | 3,947y (3,688) (259)
Dividends paid to minority sharehaolders of subsidiaries ~ (8.422) t. . (8,422)
Purchase of treasury stock ‘ . {136 671) 1(2) (136.669)
Proceeds from sale of treasury stock f 126 - 126
Net cash (used in) provided by financing activities v (198,486} 3,399 " {201.795)
. Foreign currency translatien adjustments on cash and cash equivalents \ ‘ 2 13 (1)
V. Net change in cash and cash equivalents (202,887) 103,839 (306,726}
VI. Cash and cash equwalents at beginning of period ! 340,713 162,226 178,487
137,826 266,065

i (128,239)

i
,
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1. Non-Consolidated Financial Results [and Projections)

|
. . ) {biltions of yen)
for the first half ended for the fiscal year andedfor the fiscal year ended ’
Sep. 30,2006 | Sep. 30,2005 Ma(;\f;d;;?s Ma[;'\‘(gébé;m? '
@ H.-FYZUDG) (TH-FY2005) {Réference) {Projection) |
Gross business profit {gyomu sorieki) 67.3 70.4 142.4 I
Net interest income 304 287 531 |
Net fees and commissions 21.6 17.6 509 |
Net trading income 80| 10,0 202
Net othar business income 6.1 13.9 180 1
General & administrative expenses 396 36.1 7’3.2J I
Net business profit (jisshitsu gyomu jun-eki } 276 34.2 €5.1 580 I
Net income 415 39,1 748 75.0 |
: !
Credit recoveries . 11.9 23 4.9 3
Reversal of reserve for credit losses 12.8 238 5.4 ;
‘ ‘
|
!
[
2. Non-performing Loans ’ j
Claims Cla:ssiﬁed Under the Financial Revitalization Law (Non-Cohsolidated) |
. t (billions of yen, %)
Sep, 30, 2006 . Mar. 31, 2006 | Sep. 30, 2005
Change from Change from L
Mar. 31, 2006 Sep. 30, 2005 |-
Claims against bankrupt and quasi-bankrupt obligors 0.3 {0.3) (2.0 ! 0.7 24
Doubtful claims 8.3 (12.3) (e8| 20.7 28.3
Substandard claims "17.3 (3.8) 1.8 | 21.1 15.4
Total non-parforming loans (A) - 26.0 (16.5) (20.0) | 425 46.1
Total claims (B) 4.806.5 8775 8395 ! 41280 3,967.0
% of total claims outstanding (A) / (B) 0.54% (0.49)% ©en%| | 1.03% 1,16%
(ref.} At or heli‘bw "need caution” level 99.8 {(19.5) (80.3) i 1183 ° (190.1)
; , i
' !
3. Covlerage Ralios for Non-li;erforming Claims Disclosed Under the Financial Revitalization Law (Non-Consolidated) |
p | (millions of yen, %}
Amount of [ Amount of
. claims coverage [Coverage ratio
! . Reserve for loan Collateral and |
i losses guarantees |
Claims against bankrupt and quasi-bankrupt cbligors 342 ’ - 342 I 342 100.0
Doubtful claims 8,334 3,890 3,020 ; 6,911 829
Substandard claims 17,289 7,376 5,037 12,413 71.8
Total 25,965 11,267 8,400 19,667 72.7

17
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(Consolidated) ; | (milions of yen)
Sep. 30, 2008 : : Mar. 31,2006 | | Sep. 30, 2005
Change from Change from |
: Mar. 31, 2006 Sep. 30, 2005 |
|Loans ta bankrupt obligors 2,077 188 ; {1,271} 1,889 © 3,348
‘INon-acerual delinquent loans - 19,401° {16,946) (28,808) 36,347 1 48,209
Loans past due for 3 months or more 4125 1,000 1,585 3125 2530
Restructured loans . 38,241 | {4,591) 12173 42,832 . 36,068
- [Total risk monitored loans 63,846 (20,349) {26,311) 84,195 90,157 |
[Loans and bills discounted | 4,781,419 | 693858 | 953349 | 4,087,561 | 3,828,070 |
R R . ’ : i -
' (% to total Io%ms) . ! !

Loans to bankrupt obligors 0.0% 0.0% . 1(0.1)% 0.0% 0.1%

Non-accrual delinguent loans 0.4%| (0.5)% i (0.9)% 0.9% 1.3%

Loans past due for 3 months or more 0.1% 0.0% ) 0.0% 0.1% : 01%

Restructured loans 0.8% " (0.2)% L 1{0.1)% 1.0% i 0.9%

Total risk rmonitored loans 1.3% (0.8)% ‘ H1.1)% C21% ‘ 2.4%

(Non-Consolidated) N a } (millions of yen)
o Sep. 30, 2006 " i Mar. 31, 2006 | | Sep. 30, 2005

. ' Change fram Change from :
B : Mar. 31, 2006 Sep. 30, 2005 ]

Loans to bankrupt obligors 232 (354) {1.340) 586 1,572

Non-accrual delinquent loans 8,117 (12,326) (18,431) 20,443 27,548

Loans past due for 3 months or more 53 29 : (52) 24 /105

Restructured loans 17,235 (3.834) ] . 1,937 21,069 15,288

Total risk monitored loans 25,638 (16,485)| © {18,886} 42,123 44 524

+ ~|Loans and bills discounted | 4,683,764 | 722518 | - 895,747 | 3,961,246 | 3,788,017 |
" (% to total loAns) - + _ i
Loans to bankrupt obligors 0.0% 0.0% i 0.0% 0.0% 0.0%
Non-accruat delinquent loans 0.2% (0.3)% :(0.5Y% 0.5% : 0.7%
Loans past die for 3 months or more 0.0% 0.0% 1 0.0% 0.0%| ! 0.0%
Restructured!loans 0.4% (0.1)% 0.0% 0.5% 0.4%
Total risk monitored loans 0.5% (0.6)% - (0.7)% 1.1% " 1.2%
i ‘ |
; !

5. Reserve fqr Credit Losses L

(Consolidated) : l {millions of yen)
Sep. 30, 2006 ‘ Mar. 31,2006 || Sep. 30, 2005

; £ Change from’ Change from ! '
i Mar. 31, 2006 Sép. 30, 2005 ] .

Reserve for credit losses 133,820 {11,048) (22,160} 144,868 " 155,980
General | 90,947 1,904 14,873 89,043 76,074
Specific 42,866 (12,953) - (37,023) 55,819 79,889
Restructuring countries ] 1 , o) 5 16

(Non-Consoli&a!ed) t {millions of yen}

; Sep. 30, 2006 . Mar. 31,2006 i| Sep. 30, 2005
4 - Change from Change from ¢
4 Mar. 31, 2006 Sep. 30, 2005 I

Reserve for credit losses 98,492 (12,929) . {16,106) 111,421 114,598
General | 61,070 850 1,719 60,220 59,351
Specific ¥ 37,414 (13,782) (17.817) 51,196 55,231
Restructuring countries 6 1 (10) R 16
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N 1
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|

Sep. 30, 2006
!

Change from
Mar. 31, 2006

Change from
sep. 30, 2005

Mar. 31, 20?6
I

S6p. 30, 2005

% on risk monitored loans

209.6%

37.5%

172.1%

1173.0%

H

!

L 36.6%

—
|
oL

i

I

| :
(qun-Co‘hsolidated}

I :

i
i

Sep. 30, 2006

Change from
Mar. 31, 2006

Change from
Sep. 30, 2005

Mar. 31, 20?5

|

Sep. 30, 2005

384.2%

118.7%

i 126.8%

264 5%

2574%

% on risk monitored loans
s
[
[

f . .
7. Unrealized Gains (Losses} on Available-for Sale Securities

(Ct?nsc-lidated)
As of September 30, 2006

' i
' {miltions of yen)

Unrealized gains (Losses).
\ l

| Gains Losses
Equities 1,447 2,332 | 885
. |Bonds (3:050) 337 3,387
Other 1227 1,633 i 405
Total (374) 43041 ! 4678

|
As bf September 30, 2005

Unrealized gains (Losses)

t
! (milions of yen)
ot

i L

i _ . Gains ! Losses
Equities , 4,278 4,502 | i 223
Bonds | (21538) 118 |- . 2,656
Other 3,399 4,143 |; j 743

Total b 5,139 3623

} 3
! v

{ No;n-con%o!idated)

8,763 |

* (millions of yen)

As of September 30, 2006
B

Unrealized gains (Losses).

! 4 Gains Losses
Equities » 235 . 663 | 427
Bonds ¢ (3,073) 309 [; 3,382
Other 1,235 1,633 | o7 3e7

Total & {1,601) 2,606 |: 4,208

L C
As of September 30, 2005 . (miltions of yen)

i 5: Unrealized gains (Losses) ; _

I b Gains i Losses
Equities § 1,035 1,052 [ 16
Bonds (2,578) 76 | . 2,654
Other 1 3,385 4,119 734

Total § 1,843 5,248 | 3,404

! 4 ” : i

1 :

I : |
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1 {millions of yen)

o | Sep. 30, 2006 , , Mar. 31 2006l Sep. 30, 2005
: | ‘ Change from | 'Change from |
| Mar. 31, 2006 | Sep. 30, 2005 [

Balance of housing loans 42674 111,263 454561 | 385,972

497,235

9.Balance of Deposits (Non-Cansolidated)

l

:(milh'cin_s of yen)

. Sep. 30, 2006 _ , Mar. 31, 2006 | Sep. 30, 2005
) Change from | 'Change from |
: ; Mar. 31, 2006 | Sep. 30, 2005 ' .
Balance of deposits (including NCDs) 5,014,085 855,893 | - 967,149 4,158,192 4,046,936
]Balance of deposits from individuals 3,363,953 282262 1 550,008 3,081,601 | 2,813,945
[ '
|
10}. Subsidiaries and Affiliates :
I . |
L Sep. 30, 2006 [Mar. 31, 2006 | Sep. 30, 2005
Consclidated subsidiaries 89 82 77,
Affiliates accounted for using the equity method 27 13 8
- | |
‘Hl Expénse for Retirement Benefit (Consohdated) !
; ' (millions of yen) :
L Sep. 30, 2006 ,
Expense for retirement benefit 2,546 I
Ct .
12, Derivative Transactions Based on Hedge Accounting .'
(Consohdated) (billions of yen)
i b As of September 30, 2006 i
: : Within 1 year O:n%r“:] ge;;:rr;d Over 5 years Total ;
Interest rate swap : !
‘Receive fixed and pay floating 33.0 312.9 281.9 627.9 |
Rec ewe floating and pay fixed 13.0 101.8 53.7 168.8'
‘Rec elve floating and pay floating - 05 - 0.5
iTotal notional principal amount -46.0 4153 3356 797.0
Currency swap S
Totalnotional principal amount 208.7 254.0 173.9 634.7

. |
(billions of yen)

. |.! )
(Non-Consolidated)

.
[}

As of September 30, 2006

Within 1 year

Over 1 year and

‘ within 5 years Qver 5 years Total
Interest rate swap .
Rec ewe fixed and pay floating 33.0 3129 281.9 6279 |
Rec.e!;fe floating and pay fixed 13.0 101.8 537 168.6f
'fRec:eiye floating and pay floating - 05 - 0.5
Total notional principal amount 46.0 4153 | | 335.6 797.0
Currency swap '
Total notional principal amount 206.7 254.0 173.9 634.7

)
H
.
i

. 20
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+ t
A. Losses on Disposals

(écnsoli"dated)

(biflions of yen)

Net provision of

Disposal of problem

! S e Disposal of problem * |  Total credit
i general reserve claims (Banking \ ' .
' ) claims (Trust account) costs
. R for loan losses account) ,
1H-FY2006 24.7 (19.5§ + . - L 5.2
FY2005- 300 , 91 . 301
1H-FY2005 i 278 (13.0) I 145
i 1
: i
{Non-Consolidated) : 1 | {bifliens of yen)
| bl Net provision of Bisposal of problem Disposal of prt::blerrlI Total credit
‘ ! general reserve claims (Banking | - : !
! ; i claims (Trust account) costs
| il for loan losses account) i '
1H-FY20086 0.8 {12.8) | - o119y
FY2005 4.1 ' (9.0 | - ' 4.9
1H-FY2005 3.1 (5.5 N | - 2.3
S |
X OLnstanding of Non-Perferming Loans . ; .
. : ! (billions of yen)
1 Self assessment !
J' Bankruptcy and virtually | Possibly bankrupt | Below possibly bankrupt . Lo
i bankrupt obligors (a) obligors (b) obligors (a)+(b) Need caution obligors [ Total (a)+{b)+(c)
Sap. 30,2006 0.3 8.3 i 8.6 91,1 99.8
Mar. 31, 2006 0.7 20.7 21.4 97.9 119.3
Sep. 30, 2005 2.3 ] .28.2 30.6 1594 190.1
| {; .
' ? Claims under the Financial Revitalization Law t
: i; Substandard claims (d) Total (a)+{b)+(d)
|
Sep. 30, 2006 17.3 26.0
Mar. 31, 2006 21.1 425 -
Sep. 30, 2005 15.4 46.1 i ;
[ A - “ i .
: i A
. F'nal Dlsposal of Claims and New Claims ] ‘
Balance of Claims I
(full year_companson) ' ' (billions of yen)
T > Claims agatnst : i
! : bankrupt arid quasi- Doubtful claims (b}« Total (a)+(b}
: : - bankrupt obligors {a) |
Newly added from March 31, 2006 to September 30, 2006 ' 0.8 2.4 3.2
Off balanced from March 31, 2006 to September 30, 2006 {1.3) (14.6) (15.9)
Increase (decrease) from March 31, 2006 to September 30, 2006 {0.4) {12.4) {12.8)
Sep. 30, 2006 0.3 8.3 8.7
Mar. 31, 2006 0.7 20.7 21.4
Sep. 30, 2005 24 28.3 30.7
Note:

*The balance of claims against bankrupt and quasi-banknypt obligors as of September 30, 2006 includes 0.2 billion yen of claims
not appearing on the balance sheet as a result of off-balance arrangements.
* The balance of claims against bankrupt and quasi-bankrupt obligors as of March 31, 2006 includes 0.2 billion yen of claims;
not appearing on the balance sheet as a result of off-balance arrangements.
* The balance of claims against bankrupt and quasi-bankrnupt obligors as of September 30, 2005 includes 2.2 bllllDr‘l yen of clalrns
nol appeanng on the balance sheet as a result of off-balance arrangements. .

21

!
l
I
i
I
I
|
I
)
i
I




U.iUeIw‘ill? of Arrangements 1o nemove Llaims Irom the balance oneet

a

'l

G. Reserve by Discounted Cash Flow Method

Since fi s.cal year 2002, we have established reserves for loan losses using the DCF method to more than 90% of claims,

by balance against substandard obligors and possibly bankrupt obligors.

i

14, Dlstrll;butable Surplus for Public Funds

|njected by public funds

(billions of yen)
‘ Shinsei Bank
Unappropreated retained earnings on Sep. 30, 2006 ‘ 409.5
Net unrealized gain on securities available-for-sale, {1.3)
net of taxes on Sep. 30, 2008
Dividends necessary in full year for preferred shares 2.4

22
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]
1

(retéined earnings except for legal re

i
I
]
!

|
3
!
!

|
L ! ] X | (billions of yen)
i ! : ' Securitization -
N .*Dlsposal by i
| i - | improvement in !
| ! Disposal by. | . 'conditions
| .| : obligor | accompanying !
| Disposal by revitalization . obligor I
! lfquldat[on (A) {B} revitalization (C) Total (D) Saleto RCC
1H-FY2006 {0.0) 0ol . ! - L L.
FY2005 0.1) (1.2)] ‘ - (5.6) -
1H-EY2005 P ©9l b (0.0) -
i i ‘ '
' . ' | (biltions of yen)
! ! | \
. : : Total
<y Collectlon & Business {sum of A
‘ ] Write-off (E} | Other total (F) repaymenl (G) |improvement (H)! throu _gh F}
1H-FY2006 {0.9) (15.0), * ' (.0 {14.0) L (15.9)
FY2005 28 3.7 (129)) (10.7)] - L (27.8)
1H-FYZ005 (0.8) {19.3)| I (8.8) {10.4) (21.0)
. ' i ' ) |
E. Financial Support for Borrowers ! i
: (bn‘hons of yen, number) ! |
' Number of - :
' Amount! cases ‘ Company i
Debt forgiiteness - O |
Blased on private liquidation guideline - . 1
Debt ec;uify swap - - !
Underwriting of preferred shares L. -l i
Total ' - Jd o |
i 4
] *
F. Reserve Ratio by Obligor { '
* .
i AsofSep. 30, | AsofMar. 31, | Asof Sep. 30, |
h 2006 . 2006 L2005 ;
|{i) Legally or wrlually bankrupt obligors {(out : : 1
of unsecured portion of claims) 100.00% 100.00%| . 100.00% !
(i) Possibly bankrupt obligors - g !
{out of unsecured portion of claims) 73.14% 89.91% 88.55% i
‘|Giii) Substandard obligors ! !
{out of unsecured portion of claims) 58.42% 5132%| 61.67% !
{iv} Caution obligors (except for i !
substandard obligors) . ) |
{out of unsecured portion of claims) 31.00% 29.99% 47 .69% }
(out of total claims) 14.31% 9.43% 9.19% |
{v} Normal obligors . . I
{out of total claims) 0.32% 0,40% 0.43% |
{
i
s
!
i
i
i
i

serve)




1

{millions of yen)

1H-FY2005

K 1H-FY2006 Change | |
. a b a-b %
Ir}terest on loans and bills 31,725 :28,830; 2,885 ; 10.0%
Interest and dividends on securities 20,731 11,823, 8,908 75.3%
Other interest income 6,824 ;2051 4,773 232.7%
Intérest income £9,282 "42,705 16577 | 38.8%
Fees and commissions income 12,010 10,308 1,702 | 16.5%
Trading profits 9,296 10,252 (956) I {9.3Y%
Other business income - 10,608 16,351 (5,743) ' (35.1)%
Cther Ordinary Income 24199 15441 8,758 ! 56.7%
Ordinary iIncome 115,397 95,058 20,339 Lo21.4%
Interest on deposits,including negotiable I
centificates of deposit 13,732 8,102 5,630 68.5%
Interest on debentures 1,558 | 2,626 (1,088) (40.7)%
interast on other borrowings 1,954 3,637 {1,695) ! (46.6Y%
Other interest expenses 14,898 ' BBTI 14,043 1619.7%
Interest expenses 32,144 15,234 16,910 | 111.0%
Fees and commissions expenses 5774 4,766 1,008 I 21.1%
Trading losses ’ 224 170 54 L 31.8%
Other business expenses 4,480 2,408 2,072 r 86.0%
General and administrative expenses 39,846 36,491 3,355 ' 9.2%
Cther ordinary expenses 6,567 3,003 3,474 | 112.3%
Ordinary expenses 89,038 ‘62,165 26,873 | 43.2%
Net ordinary income 26,358 -32,892 (6,534) I (19.9)%
Srecial gains 12,828 - 3075 9,753 | 317.2%
Special losses N 378 33 345 1,045.5%
income before income taxes 38,808 35934 2,874 1 80%
Income taxes (currént) {1,625) - (2,908) 1,283 i (44.1)%
Income taxes (deferred) (1,150) (310) (840) i 271.0%
Net income 41,584 39,153 2,431 ' 62%
: yen/us$ anr.e @132

v
#
d
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! {millions of yen)

Sep. 30, 2006

i Mar. 31, 2006 | Change

a, b a-b ! %
<<Assets>> |
Cash and due from banks 13?,339 315,282 (177.443) (56.3)%
Call foans 20,000 50,000 (30.0:00) (60.0)%
Collateral related to securities borrowing transactions |, . 21,215 33,107 (5,892) (17.8)%
Other manetary claims purchased | 63,778 40,233 23,545 58.5%
Trading assets 393,601 173,315 220,286 127.1%
Monetary assets held in trust 628,396 | = 556,448 71.848 12.9%
Securities 2,049,116 | 1,809,798 239,318 13.2%
Loans and bills discounted 4,683,764 | 3,961,246 722,§1a 18.2%
Foreign exchanges 1:'!,908 12,140 1,768 ¢ 14.6%
Other assets 238,584 : 282,669 (44,D|85) (1 5:6)%
Premises and equipment / 26,701 )/ /
Tangible fixed assets - . 21,337 v/ /
Intangible fixed assets 13,694 : / /
Deferred issuance expenses for debentures 115 177 (62) (35.00%
Deferred tax assets ' 29,537 27,965 1,572 5.6%
Custorr'!ars' liabilities for acceptances and guarantees 21,544 30,985 {9,441) (30.5)%
Reserve for credit losses (98,492) (111,421} 12,929 (11.8)%
Total assets 8,243,944 | 7208851 | 1035293 14.4%

: @117.47

yen/ US$
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{millions of yen)

Sep. 30, 2006

. N}ar. 31, 2006 Change |
a : b ab %
<<Liabilities>> : ' ) : .
Deposit;i including negotiable certificates of deposit 5,014,085 4,158,192 855,8‘93 20.6%
Debentures 759,501 1,021,419 (261,918) (25.6)%
Call mon&ay 449,989 30,000 419,9;89 1,400.0%
Collateral related to securities lending transactions 41,407 - 41,407 n.m.
Trading liabilities 98.699 -+ 129,059 (%,S!fGO) ’ (24.0}%
Borrowed money 320,8}50 , ‘314,789 6.0!61 1.9%
Foreign exchanges 286 J 325 {39) (12.0)%
Corporate bonds 459,492 447,024 12,468 2.8%
Other liabilities 328,503 213,567 114,9:36 53.8%
Accrued employees bonuses 5,379 10,040 {4,661} {46.4)%
Reserve for retirement benefits 181 200 E39) (19.5)%
Acceptances and guarantees 21,544 ; 30985 (9,4141) (30.5)%
Total liabilities 7,499,300 . | B,355605 1,143,695 18.0%
<<Net assets>> ( <<15t22m$g: e i '
Sharehoiders' equity , ' '
Capital :'iétuck 451,296 451256 : - -
Capital surplus 18,558 18,558 P- -
Additional paid-in capital 18,558 18,558 | - -
Retainea eamings 418,150 380,526 37,624 9.9%
Appropriated for legal reserve 8,567 7,777 790 10.2%
Other feiaiﬂed earnings 409,583 372,749 36,8;34 9.;‘3%
Earned surplus brought forward 409,583 372,749 36,8|34 9.9%
Treasux? stock, at cost (136,538) (6} (1 36,5|32) 2,275,533.3%
Total shareholders' equity ) 751,467 / . P/ /
Net unrealized gain / loss and translation adjustments i ]
Net unrejalized gain / loss on securities available-for-sale, net of taxes {1,397) 2,670 (4,067) (152.3y%
Net deférred gain / loss on hedge, net of taxes ‘ (5,687) / l /| /|
Total Net_:'unrealized gain / loss and transfation adjustments (7,qa4) / /| /
Stock acquisition rights 260 / I/ /|
Total net assets 744,643 853,046 {108,403) (12.7)%
Total liabilities and net assets 8,243,944 7,208,651 1,035,293 14.4%
' UsSfyen - @117.91 @117.47

25

i
'
'
'



1

Non-consolidated Interim Statement of Changes in Net Assets

For t1e sbx months ended September 30, 2006

{note) This idem is resutted from appropriation of profit of previcus fiscal year.
. |

26

|
. | (mittion’s of yen)
if ' Shareholders’ equity t i
! Capital surplus i Refained samings i
n : ) j Other retained ) Treasury Total of
. Capdal stock Adqmona? pad- Total captal surphis Appropriated for . earnings Total rgtamed :;.o:k, at |sharsholders'
i in capital regal rla:nNe ‘ Earned surplus eamings cost equity
d : i brought forward |
- ~ i 1 '
Balance at beginning of period 451,296 181.558 18,558 1777 372,745 380,526 | (&) 850,375
i .
- ‘ , |
Charges in ameunts during the period
|
Dividands from surplus (nota) 790 (4,737) (3,947 I (3.947)
- 1
Hetincame 41,584 41,584 I 41,584
1
' {
Acquisition of treasury stock {136,672) (136,672)
. i . [
[ '
Disposat of reasury steck | {13) {13) 1 140 v128
; ' .
Het:fchange of items other than : !
sharehokdars' equity 1 . .
- 7 -
Total changes during the period - - - w790 36823 37,623 | (136,532) (98,908}
| . - I
N [ .
Balance at end of period 451,296 18,558 18,558 8,567 409,583 413,150 | (136,538) 751,467
{ LI 1
! i
. B {millions of yen) |
i Net unlialized gainfloss and translation adustments H
H Net unrealized Net datferred Total net unkalized
It
i grinkoss on securities| gain floss on minoss and smx:r::um" Total net assets !
i avalable-for-sale, net| hedgs, net ot translation . !
! of taxes taxes adjustments .
n
i .
|Balan:e :a: beginning of period 2670 - 2,670 - 853,046 '
L |
I ’
Charyjes in amounts during the pericd
\ 1 .
i .
Dividends trom surplus (note) (3.847) *1
Net income ! 41,584 !
; i
Acquistion of treasury smock {136,672} t
1 ! 1
Disposal of treasury stock 126 '
Net change of items other than : . !
3 4 494 :
sharehokiers’ equity (4.068) (5,567} (8.755} 260 {9,494) ;
i )
Total changes during the period (4.068) {5,687) (9,755) 0|’ {108,402) .
T
Balarc:e atend of period {1,397} (5,687) {7.084) 260 744,643 N
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Surmmary of Income Statement

\ (billions of yen)
for the six months ended |

| A

(Conslidated) Sep. 30, 2006 Mar. 31, 2008 S;ap. 30. 2005 N‘rla'r. 31, 2005
Operating Revenue 57.3 51.7 [ 49.5 | 51.0
* |Credit card shopping (Sogo) 4.2 “ 3.4 | 3.0 . 2.8
1 [Instaliment shopping credit {Kohin} 10.2 68 | 6.7 ! 7.3
' |Credit guarantee 13.8 14.8 f 15.4 . 15.6
l.oan 23.9 21.3 | 198 i © 208
Consumer loan 23.7 211 | 19.6 | 20.4
Cashing by credit card 105] . 10.3 10.0 | 0.0
Lean card 11.5 9.5 8.4 ! 0.0
. Other consumar loan 1.6 1.2 ' 1.1 | . DD
Other loan 0.4 0.1 | 01 7 A
Financial income 1.0 1.0 I 09 . 1.2
Others 4.0 44 ! 35 i 3.2
Qperating Expenses 53.9 43.5 } 43.2 i 44,7
SGEA 51.3 ; 41.3 ! 40.5 { 38.3
' Net provision of allowance for bad debts 17.5 ' 13.0 13.7 i 12,7
Others 337 ! 28.2 26.8 | 255
Financial expenses . 25 ) 22 | 2.6 | 6.4
Operating Income 3.4 8.1 | 6.3 | 5.3
Qrdinary Income 3.5 8.1 | 6.4 ! 4.6
Net Extraordinary Profit {Loss) {1.4) {1.3) | (0.3) 0.0
Net Income before Tax 2.1 6.8 | 6.1 i 4.6
Net Income 0.5 8.3 ! 8.0 t 48
. t ; ?billions of yen)
b as ofthe end of )
.:umrnary of Financials and Other Major . !
Business Information (Consolidated) Sep. 2006 . Ma.r. 2006 Sep. 2005 !Mar. 2P05
Total Assets 1,608.2 1,593.1. | 1,542.9 . 1,667.0
Total Liabilities 1,534.2 1,516.1 | 1,469.4 ! 1,602.3
|olal Net Assets 74.0 76.9 | 734 } 647
rotal Account Receivables 1,329.1 1,315.0 | 1,358.3 1,505.3
| [Total instaliment receivables £04.7 568.7 [ 541.6 ; " 4850
;! Credit card shopping (Sogo) 39.4 36.9 | 285 ) 271
i' Installment shopping credit (Kohin) 296.8 253.8 i 2436 ' 2142
h Loan ) 268.2 ! 277.7 | 266.7 t . 2404
Consumer loan 253.3 234.0 \ 222.8 | 196.9
: Cashing by credit card 70.0 66.3 | 64.5 ! 579
: Loan card 1337 1318 | 1040 . 854
; Other consumer loan 49.5 35.7 | 543 : 53.5
: Qther loan 14.9 43.6 i 438 ! 43.4
‘\ Others 0.9 0.1 | 2.7 ' 32
1 |Credit guarantee receivables 7243 746.3 | 816.7 1,020.3
Nui"nber of Merchants (thousands) 897 648 | 634 ! : 625
Tetal Availa.ble Cardholders (thousands) 7 359 6,841 ’ 6263 ! 5.734
(non-consolidated) . \
Mumber of New Card Issuance lhousands . {
(non consolidated) ( ) 905 891 } a7 | _ 834
s ]
Loap Recen{a bles (?utstandmg by Interest Rate Zone 204.3 P ‘ ~ I y
{non-consolidated) . ; )
t1~15.0% 0.9 s s : /
i|~18.0% 329 s s s
11~20.0% 15.2 I | 7 ) i
i[~25.0% - 2.7 P e 7
s~292% 1024 s s /
" [Cashing by cradit card - 7156.7 e | i ! v
i|Loan card 128.5 A e /
Cradit Qutstanding Per Account (thousand yen) a7 e [ pd ‘ pd
1 i[cashing by credit card 242 N s L/
/|[Loan card 541 S s /s

-

llGrey zone related:

" This is a total of cashing by credit card / loan card outstanding (177.2 billion yen, non- consohdated as of the end of Sep 2008)
based on managed assets basis, which |nclude securitized receivables and uncollecttbie estimated amounts, etc.

!ln the six months ended Sep. 2006, APLUS incurred grey-zone related costs of 2.3 billion yen for luture possible losses on
relmbursements of excess interest payments. As of the end of Sep. 2006, the reserve amount stood at 2.4 billion yen,
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'I for the six months ended for rhe ﬁscal year ended
Summary of iIncome $tatement ¢ : 1
(non-éonsolidated) Sep. 30, 2006 Sep.‘r30, 2005 Mar. 31, 2006 I Mar. ?;1, ?005
Operating Income 23.0 ; 255 505 || ) 50.4

interest income 12.5 } 13.6 279 l T 1264

interest on subordinated investor certificate 9.8 ! 11.0 211 |, . 1228

Others 0.6 f 0.7 1311 0 14
Operating Expenses 222 : 208 43.7 || i 421,
Financial expenses 0.8 i 1.0 191! S 32
Other operating expenses 214 : 19.5 417]i . 38.9
Allowance for bad debts and writeoffs | L .. S R— — 83 2001 i 198
Others 9.0 10.6 217 11 ©19.2
Operalmg Profit 0.7 48 6.7 ]! [ B2
Ordinary Profit 0.8 4.9 6.8 |/ , 80
Net Extraordinary Profit {Loss) ! (13.3) 0.2 0.2 i I ©0.1)
[Net Income before Tax I (12.4) ‘ 5.1 70]! ' 79
INet iIncome I {15.4) 2.9 4.4 |1 | 45
. ' l i (billions of yen)
y __as'of the end of i .
Summary of Financials and Other Major ' : : - ; iy
Business Information {non-consolidated) ) Sep. 2006 Mar. 2006 i Sep. 2005 | Mar. 2005 .
Total Assets ! 171.9 { 1B9.7- 1855 | | 180.1
Totat Liabilities ' - 120.1 { 121.1 128.0 || 114.8
Total Net Assets : © 518 685 67.4 |1 B5. 3
Loan Receivables Outstandlng ; 187.5 199.4 2118 |, 211 B
Consumer loans ‘ 130.0 ;1368 1448 | | 142.3
. [Onsecwegloans . [EETY W) taaz 4T
J'i Secured loans 0.4 0.4 051, 0.7
Business loans 57.5 62.6 67.0) | 69.4

i [Loans on deeds 0.4 0.6 08| . 1.3

i Rioioan R - i - P 3 L e

}.q Secured loans ! 0.0 . 0.1 031 1.0

Num ber of Branch Offices 572 : 610 568 | i 475
Weighted Average Rate of Loan Interest Rate (%) 27.18 26.60 272311 27.18
Consumer |oans 27 89 26.91 27.60| | 27.62

’ {Z: Unsecured loans 27.65 26.97 27671 | 27.70

¢ |securedloans T 11.07 . 1115 1161 |1 11.84
Business loans 26.24 . 2593 2642 || 26.29

| [Loansondeeds 21.29 . 2126 2221 | ! '22.25

al ﬁa‘lt.)e-l.r;.business ! 26.77

i |Secured loans C 7.39

Weighted Average Rate of Funding Rate (%) V. i
Diringthe fiscal year  ...... g IRCTI . A 1961 271
Ag of the end of the fiscal year 1.68 1.63 ' 180 ) ! 2.33
i
(1) 'E!alance of loans include ones off-balanced through securitization program 1

IGrPy zone related:

In the six months ended Sep. 2008, Shinki (non-cansolidated basis) incurred grey-zone related costs of 14.8 billion yen for future
possab!e losses on reimbursements of excess interest payments. (3.4 billion yen was recorded in operating expenses and
114 bllllon yen was recorded in extraordinary losses,) As of the end of Sep. 2006, the reserve amount stood at 17.2 billion yen.
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For Inmediate Release ‘ : i

Shinsei Barik lelted
(Code: 8303, TSE Flr%t Section)
| o | |
Shinsei Bank Announces Executive Aséignment Change |
. |

t

|

Tokyo (Wednesday, November 15, 2006) --- Shinsei Bank, Limited (*Shinsei Bahk") today

. announced the following executive assignment change, effective November 15, 20(:)6.
' I

l

|

' New Position : Former Position. \
Noi'io Funayama  Statutory Executive Officer, Statutory Executuve Officer,

0

P GM of Office of Strategy Management . GM of Corporate Strategy Division
' ?

b
: Ak i )

Shinsei Bank is a Japanese financial institution providing a full range of financial products and serv:"ces to both
institutional and retail customers based.on a three pillar business model comprising Institutional Banking,
Consumer and Commercial Finance and Retail Banking. The Bank has total assets of US$ 88 brﬂion on a
consolidated basis and a network of 29 Shinsei Bank branches in Japan (as of September 2006). Shmse: Bank
demands uncompromising levels of integrity and transparency in all its activities to earn the trust of customers,
staff and shareholders. The Bank is committed to delivering long-term proﬂf growth and increasing vafue for all its
stakeholders.

News and other information about Shinsei Bank are available at http Jiwww. shinseibank. com/enghsh/mdex htmi.
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Shinsei Bank, Limited -
(Code: 8303, TSE First Section) .

For Immediate Release

Sh_insei Bank Annfounces IOrganiza'tionél Changes

Tokvo (Wednesday, November 15, 2008) --- Shinsei Bank, Limited ( Shinsei Bank") today announced the
following organizational changes:

1. Organlzahonal Changes

+

Corporate Strategy Division becomes mdependent from Corporate Affalrs Group and is transformed into the
newly'established Office of Strategy Management (“OSM") reporting directly to the President and CEO. OSM
closelir coordinates with each business groups and engages in corporate strategy planning, support and
facilitation for all strategy management processes together with oversught and coordination function for
suba:dranes and affiliates.

2. Effective Date.
November 15, 2006

,‘l

0 FITN
Sh.'n'"er Bank is a Japanese financial institution providing & full range of financial producis and services to both institutional
and retaif customers based on a three piliar business model comprising Institutional Banking, Consumer and Commercial
Finance and Retail Banking. The Bank has total assets of (/S8 88 billion on a consolidated basis and a network of 29
Shinsei Bank branches in Japan (as of September 2006). Shinsei Bank demands uncompromising levels of integrity and

transoarency in all its adivities to earn the trust of customers, staff and shareholders The Bank is commitied to delivering
long-term proftt growth and increasing value for all its stakeholders. .

News and other information about Shinsei Bank is évailable al hitp/iwww. shinseibank.com/english/index.himi.
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Shmser Bank, lelted
(Code 8303 TSE First Sectmn)

: Issuance of GBP-Denominated Perpetual Subordinated Notes

- ]
' '

Tokyo (Friday, November 17; 2006) --- Shinsei Bank, Llrinlted (“Shlnsel Bank™) today

announced plans to issue GBP—denommated step-up callableiperpetual subordinated notes _

(the "Notes”)} outside Japan. '

I

The Notes are expected to quallfy as T|er ll capital of Shmsen Bank

in

i
1! Issuer

2! Type of security
3'} Issue amount
rlEl Maturity

§|

‘: i Terms of issue

Method of offermg :

'
¢

. Shinsei Bank, Limited i .

GBP-denominated step-up callable perpetual subordinated notes
To be determined _ :

Undated and accordmgly no fi nal maturity {redeemable at Shinsei
Bank’s option in whole but not in'part on any interest payment date
on or after a certain number of years, subject to the prior approval
from the Financial Services Agency of Japan)

To be determined

Offering outside Japan and the United States in reliance on
Regulation S under the U.S. Securities Act of 1933

l§

Aﬁenﬂon This document is a press release regarding the above secuntres issuance and not for solicitation
whether inside or outside Japan.
This document is not, and is not intended to be, an offer of secunties for sale in'the United States.

The securities have not been registered under the U.S. Securities Act of 1933, as amended (the

“Securities Act”) and may not be offered or sold in the United States absent registration or an

[
4
[}

l
l
i
4
. : exemption from registration under the Securities Act. '
I . . .
i
|
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1-8, Uchisarwaicho 2-chome. Chiyoda-kv, Tokvo 103-8501 Japan
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_ . www.shinseibank.com
For immediate Release

., P y ,- Shlnsel Bank, lelted
(Code 8303 TSE First Sectron)

Shinsei Bank to Launch a Christmas - New-Year Campalgn
Tokyo (Monday, November 20 2006) --- Shmsel Bank, lelted (“Shmsel Bank“) today announced-

that it will run a Christmas and New Year Campalgn from Monday, November 20, 2006 to Wednesday
January 31, 2007.

The campaign has two major elements to both attract new customers and to reward exustnng ShlnSEI ‘
cusiomers. ‘ ‘

i
I) For New Customers ‘ . :
“Otameshl (Trial) Yen Time Deposit” Camm an :

i | Period. From Monday, November 20, 2006 to Wednesday, January 31, 2007
Ellglble customers: New customers who open a PowerFlex account and invest in a short-term

E . yen time-deposit : ' '

: Handhng channel: Shinsei Bank branches o

| “Contents: During the campaign period, new customers who open a PowerFlex

account are offered a special interest rate for yen time deposits of 3
million yen or more with a term of either 3 or 6 months.

LTI

' 3-month Yen Time Deposit 6-month Yen Time Deposit
! o 15%pa. 1.0% p.a.

J Applicable interest rate °P %P

‘ . {1.2% p.a. aftertax) {0.8% p.a. after tax)

' Minimum deposit amount 3 million yen deposited at the Bank's counter

i . .

i : After the maturity date, the applicable interest rate will be the rate applicable-to ordinary yen
\ deposits which is quoted at the Bank’s codhter. \

! if the deposit amount is less than 3 million yen, the special interest rate will not apply. For such
i deposits, the applicable interest rates will be the usual-interest rates for respective time deposﬂs

that are quoted at the Bank’s counter.

2) For New and Existing Customers

” Waku-Waku Christmas and New Year Scratch” Campalqn
Penod From Wednesday, November 22, 2006 to Wednesday, January 31, 2007
I,Elnglble customers: Customers who invest 3 million 3}eh or more in any of the products
} specified by Shinsei Bank (e.g. structured deposits, foreign currency

v deposits, and mutual funds).

-




Handling channel: Shinsei Bank branches
Contents: - During the campaign period, a scratch card to win a gift coupon worth

either 1,000 yen, 3,000 yen, 5,000 yen or a grand prize of a travel
coupon worth 30,000 yen, is gi\lren to every customer who invests 3
million yen or more in produf:ts specified by Shinsei Bank (e.g.
structured deposits, foreign cufrency deposits, mutual funds), and
purchased ffom any Shinsei branch.

* In this campaign, one scratch card is given to the customer only once.

Shinsei Bank is aiming to bring the reality of a lifestyle abundant with color to our customers,
through the branding concept “Color your life.” . Shinsei Bank ‘continues to strive to develop
plj’oducts and services which offer value and convenience to our customers.

}I
; -
u

Shmser Bank is a Japanese financial institution providing a fulf range of financial products and services to both
institutional and retail customers based on a three pillar business mode! comprising Institutional Banking,
Consumer and Commercial Finance and Retail Banking. The Bank has total assets of US$ 88 biflion on a
consoﬂdated basis and a nefwork of 29 Shinsei Bank branches in Japan (as of September 2006). Shinsei Bank
demands uncompromising levels of integrity and transparency in all its activities to eam the trust of customers,
,taff and shareholders. The Bank [s committed to delivering fong-term praf t growth and rncreasrng value for all its
,takehofders

News and other information about Shinsei Bank is available at http://iwww.shinseibank.com/english/index.htmi.
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For immediate Release

Shinsei Bank, Limited
(Code: 8303, TSE First Section)

Shinsei Bank Annodnces Organizational Changes

Tokyo (Tuesday, November 21, 2006) --- Shinsei Bank, lelted (“Shmsel Bank”) today announced
the followmg organizational changes:

1. Organlzatlonal Changes

n order to conduct business promotion in the Corporate Bankmg Business Sub-Group more

effectlvely, the Priority Business Unit Il and the Priority Business Unit IV shall be merged and
renamed as the new "Priority Business Unit I1l.

2. Effective Date
Novefnber 21, 2006

li
1y

AkAkhk

+

Shinsei Bank is a Japaness financial institution providing a fufl range of financial products and services to both institutional
and retail customers based on a three pillar business model comprising Institutional Banking, Consumer and Commercral
Financé and Retail Bankfng The Bank has total assets of US3 88 billion on a consoiidated basis and a nefwork of 29
Shinsei Bank branches in Japan (as of September 2008}. Shinsei Bank demands uncompromising lavels of integrity and
transparency in all its activities to eamn the trust of customers, staff and shareholders. The Bank is committed to delivering
fong-t erm profit growth and increasing vafue for all s stakeholders. !

News and other information about Shmser Bank is available at http://www.-shinsefbank'com/english/fndex. himl,




For Immediate Release

SHINSEI BANK. LIMITED
‘' 1-8. Uchisaiwaicho 2-Chu-ll-ne.Chiyoda-ku, Tokyc 100-8301 Japan
} TEL: (+81)-3-5511-5111
‘ www.shinseibank .com
: Company Name: Shinsei Bank, Limited
_ Name of Representative: Thlerry F’one -
i . FPresident and ICEO
' } (Code: 8303, TSE First Secl:tion)

‘

Terms and Conditions of GBP-Denominated Pe‘rpetu;al Subordinated Notes

1 1 ?

t Co

Tokyo (Thursday, November 30, 2006) --- Shmseu Bank, Limited (“Shmsel Bank") hereby announces that
it determined on November 29, 20086, the follownng terms and condmons for Shinsei Bank's issue outside

Japan of GBP-denominated step-up callable perpetual subordlnated notes.

= LN =

Issuer

Type of security
Issue amount
Maturity

a
d

Interest rate
i

i

6. Issue price

3

‘j';\nethod of offering

"
-

élosing date

[
A

Shinsei Bank, Limited ;

GBP-dénominated step-up callable perpet_u"al subordinated notes'

GBP 400 million i ; ,
Undated and accordingly no final maturlty date (redeemable at Shinsei Bank's
option in whole but not in part on any (mterest payment date on or after 7 years,
subject to the prior approval of the Financial Services Agency of Japan) |
Fixed rate 5.625% semi-annually until_iDecémber 2013

Floating rate after December 2013 ‘

GBP 996.69 per security (par value GBP 1,000):

: Offering oulside Japan and the United States in reliance on Regulation S

under the U.S, Securities Act of 19337
December 6, 2006 (scheduled)

!

4 .

Attention: This document is a press release regarding the above securifies issuance and not for solicitation whether
i inside or outside Japan.

:i This document is not, and is not intended to be, an offer of secum‘res for sale in the United Stales. The

i securities have not been registered under the U.S. Securities Act of 1933, as amended (the "Securities

d Act”) and may not be offered or sold in the United States absent registration or an exemption from

- registration under the Securities Act, .
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! Terms and Condition|s of GBFi’-Denomjnated Perpetual Subordinated Notes
| ]

i

Tcnkyo (Thursday, November 30 2006) Shlnsel Bank, Limited ( Shmse| Bank’") hereby announces that

it determined on November 29, 2006 the following terms and COﬂdithﬂS for Shinsei Bank's issue outsitde
_Japan of GBP-denominated step—up callable perpetual subordinated notes.

i
‘Shinsei Bank, Limited :
GBP- denommated step up callable perpetual subordmated notes

GBP 400 million ‘
Undated and accordingly no final matunty date (redeemable at Shinsei Bank's

l:esuer

'i'ype of security
I'issue amount
I\;natu rity

|
4

how N =

optlon ln whole but not in part on any mterest payment date on or after 7 years,
3 : subject to the prior approvail of the Fmanmal Services Agency of Japan)
5, Iﬁteres! rate : Fixed rate 5.625% semi- -annually untll December 2013

i

"

lé".sue price *

Method of offering '

e

Floalmg rate afler December 2013
GBP 996 69 per secunty (par value GBP 1.000)
Offenng outside Japan and the United Statee in reliance on Regulation S

"under the U.S. Securities Act of 1933 | : L
December 6 2006 {scheduled)

'.. )

8. Closihg date

{-

. | :
A!{entlon This document is a press release regardrng the above securities issuance and not for solicitation whether
1 inside or outside Japan.
! This document is not, and is not intended to be, an offer of secunfres for sale in the United States. The
JI securities have fiot been registered under the U.S. Securities Act of 1933, as amended (the “Securities
1 Act’) and may not be offered or soid in the United States absenl‘ registration or an exemption from -
3 registration under the Se?untfes Acl. ‘.
¥ ’ i
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For Immediate Release
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{
,!" Shinsei Bank to Offer “Shinsei UTI India Fund”
| - To offer mveslmenl opportunities for Japanelse investors

from the largest mutual fund manager in!India -

Tokyo (Monday, December 4l 2006) — Shinsei Bank, Limited ("Shinsei Bank®) today announced
that effective Monday, December 4, 2008, it would start offering an open-ended investment trust
named Shinsei UT1 India Fund which will be faunched by Shlnsel Investment Management Co.,
Ltd (“SIM™), a wholly-owned sub5|d|ary of Shinsei Bank. This fund is the first mutual fund based
on a business alliance with UTl Asset Management Company Pwvt. Ltd. (“UTI), the largest mutual
fund manager in India.

The initial offering period is Monday, December 4 through Tuesday, December 26, 2006. The
mpeptlon date is Wednesday, December 27, 2006. Shinsei Bank will continue offering the Fund
frti)m Wednesday, December 27, 2006.

'Thiii fund invests mainly in Shinsei UT! India Fund (Madritius) Limited, Class A investment
secuntres (hereinafter “The lnvestment fund’), a foreign invéstment corporation, managed by the
UTI Group, the largest mutual fund manager in India, and the Shinsei Short-Term Mother Fund
managed by SIM. The mveslment fund, which mvests mamly in Indian listed shares, will account
ror a larger portion of this fund. ’

- tl , . :

! Inn recent years, India maintained remarkable economic growth and is one of the countries that
attract the most attention in tﬁe world. . In particular, the following industries will likely lead the
lndian economy in the future - the consumption industry, such as mobile phones and automobiles,
which has rapldly expanded glven a rising affluent population; the infrastructure industry (such as
e=lectnC|ty roads, railways), where growth has accelerated in line with the economic development;
and the IT industry that develops globally with highly-skilled human resources.

t
I

VVllth more than a 40-year history, UTl is the largest and o_ldest mutual fund manager in India (as of
the end of Septernber 2006). Unit Trust of India, ils‘predecessor, was established in 1963 as the
. flrét mutual fund manager in In'dia UTI has an established reputation in full-scale research, and

hlﬂSEl Bank believes that it can provide Japanese customers with highly value-added
mvestments through the fund. ‘
Thijle fund will satisfy the nee_ds:of customers who would like to expand their range of investments
by;:anticipaling further economil'c growth in India with a mediurn- and long-term viewpoint..

i |

hlnsei Bank is almlng to bnng the reality of a lifestyle abundant with color to our customers,
through the branding concept “Color your life.” Shinsei Bank continues to strive to develop
products and services which offer value and convenience to our customers.



% ' ) hliialelids - ‘
! t ’

h { ' ' ' N .
Shinsei Bank is a Japanese financial fnsfn‘utfon providing a fulf rangs of frnancral products and services to both
fnsrftuhonaf and retail customers based on .a three piflar business model comprising institutional Banking,
Consumer and Commercial Fmance and Retail Banking. The Bank has total assets of US$ 88 billion on|a

consolidated basis and a network of 29 Shinsei Bank branches in Japan {as of September 2006). Shinsei Bank
demands uncompromising levels of integrity and transparency in alf its acnvmes to earn the trust of customers
staff and shareholders. The Bank is committed to delivering Iong—term pror’rt growth and increasing value for all n‘s
stakeholders. ' S x
. | ;
NGWS and other information about Shinsei Bank is available at hitp//iwww shinseibank. com/enghsh/.vndex html.
' |
: !
[}




Outlme of “Shlnsel UTI Ind|a Fund”

| Attachment

Name

Shinsei UTI India Fund L -

As;set management
company

Shinsei Investment Management Co., Ltd. (“SIM”)
{ .

{
i

Product type

Japan domicile / Open-end securitiés investment trust / Fund of funds

Characteristics

1. Maln substantral investment targets are listed shares on Indian stock

exchanges The fund aims at, the growth of trust assets with a ,

medlum- and long-term viewpoint.

2. Th|s fund invests mainly in the Mauritius-domiciled Shmset UTI India
Fund (Mauntlus) Limited, Class A mviestment securmes (heremaftt:ar
”The investment fund”), which mvests mainly in Indian equities, and
the Shinsei Short-Term Mother Fund which invests mainly |n
Japanese short-term corporate and’ government bonds and Japanese
money market instruments. The mvestment fund, WhICh invests malnly
in Indlan listed shares, will account for a larger portion of this fund. '

3. The investment fund will be- managed by the UT| Group.

4. As a general rule, no foreign exchange hedging will be undertaken.

Benchmark

N/A ' '
*In the mvestment fund, the BSE 100 Index will be used as reference

Initial offering period

.From Monday, December 4, 2006 to Tuesday, December 26, 2006

Fund inception date

Wednesday, December 27, 2006

Subsequent offering
period

Effective Wednésday, December 27, 2006
| .

Trusst period

“Indefinite

Acr;f.ou nts
sattlement date

As a.general rule, December 10 every year (When the accounts
settlen;'tent date falls on a holiday, itiyvill be changed to the immediately
succeeding business day) '

Trust fee
)
s
!
;

1. 197% p.a. (1.14% p.a. before tax) on the total net assets
*in addmon to the above, a 0.8% p a. fee for the investment fund and
other eéxpenses will be incurred. :

Shinsei Bank’ s
sales channel

Branches (Shinsei Financial Centers ,and .selected Shinsei BankSpots),

_Shmsel Bank
appllcatlon unit

|
Internet banking (Shinsei PowerDrrect) Call Center (Shinsei PowerCall)
At Ieast 10,000 yen and in units of one yen ]

i

S.ales fee payable
to Shinsei Bank

3.15%,(3.0% before tax)

i

For details, please refer to the prospectus.  You may find the prospectus at Shinsei Bank branch
ccaunters and through the internet (Shinsei PowerDirect) |n the initial offering period and

thereafter {from Monday December4 20086).

4

.
|
!
|
{
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Shinseil Bank Features Images from Mori Art Museum Exhibition
on LED Scrgeen at Omotesando Hllts Fmancral Center

Tokyo (Thursday, December 14, 2006) --- Shinsei Bank L|m|ted (“Shinsei Bank”) today
announced that it is showing video footage from the Mori Art Museum s current'video art exhlbltron
“Bill Viola: Hatsu-Yume (First: Dream),” on the outside LED screen of the Omotesando H|IIs .
' Fmancral Center from Tuesday, December 12, 2006 to Monday (Natlonal Holiday), January 8
2007. _I

Shinsei Bank is almang fo brmg the reahty of a lifestyle abundant with color to our customers,
through the branding concept "Cotor your life.”  The LED screen (1.9 m high x 7. Bm wide) at
Omotesando Hills Financial Center is used to show art works to'send out our “Color your life”
me'ssage. | : :

r : , . _

At present, "Bill Viola: Hatsu ;Yume (First Dream)” is being held at the Mori Art Museum in
F'oppongr Hills (until Monday (Natronal Holiday}), January 8, 2007) To coincide with this exhibition,
a promotronal video, including a clip from one of the exhlblts Mr. Bill Viola’s video art work “Five
‘Angels for the Millennium,” is bemg shown on the LED screen at Shinsei Bank's Omotesando Hills

FlnanC|al Center. I o ;

.
Mr Bltl Viola stayed in Japan for a year and half in 1980-81. r This time made a deep mpressron
on hlm as he was exposed to Japanese culture, including “Zen” (a school of Buddhism) and “Noh® .
(Japanese traditional drama). L “Bill Viola: Hatsu-Yume (Frret Dream)” is an expression of Mr.

Viola's feelings for Japan, its cuiture and its people,
v : | !

Qutline of the screening on the Omotesando Hills Financial Center LED Screen

Place: Omotesando Hills, Dojun WrngiSF 12-10, Jingumae 4-Chome, Shibuya-ku Tokyo

Pertod: Tuesday, December 12 2006 through Monday (Natronal Holiday), January 8, 2007

Hours: 10:00 - 22:00 ; :

Contents: Images publicizing the exhibition “Bill Viofa: Hatsu-Yume (First Dream),” including part of

Mr. Bill Viola’s work “Frve Angels for the Millennium,” are shown on thé outside LED screen

of the Omotesando Hills Financial Center. Images publrcrzmg the exhibition are about three

i ' minutes each time. ’

y
+

*kdhd ]
' I } .
Shir;sef Bank is a Japanese financial institution providing a full range of financial products and services fo both
institutional and retail customers based on a three piflar business model comprising Institutional Banking,
Consumer and Commercial Finance and Retail Banking. The Bank has total assets of US$ 88 billion on a
consolidated basis and a network of 29 Shinsei Bank branches in Jépdn (as of September 2006). Shinsei Bank
demands uncompromising levels of integrity and transparency in all its aclivities to earn the trust of customers,
staff, and shareholders. The Bank is committed to delivering long- term profrt growth and increasing value for all its
stakehoiders
News and other information about Shinsei Bank is avarfable at hitp. //www shrnserbank com/english/index. htmi.
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www.shinseibank.com




Appendix

* Ir!!nages publicizing the exhibition of “Bill Viola: Hatsu-Yume (First Dream),”: Supported by: A'RR.T.

Blll Viola : ~ _ ; . ‘

. Born in New York, 1951. Resi'des in California. Started making video artin the early 1970s. His
ﬂrst video tape work "Wild Horses was.made in 1972. Worked as an assistant to established
wdeo artists, such as Nam June Paik. :First came to Japan in 1976, traveled around Japan |n
1980 and stayed for 18 months on a cultural exchange fellowshlp Did a reSIdency at Sony |n
1981 where he made “Hatsu-Yume " From 1992, he focused on making a senes of works on the
subject of life and death. Represented the United States at the Venice Biennale in 1995. In
1997 had a large-scale tounng retrOSpectwe exhibition, organlzed by the Whitney Museumn of
Amencan Artin New York. In 2003, the J. Paul Getty Museum in Los Angeles produced a solo
exhlbrtlon “The Passions,” which toured intemationally. In 2004, made a series of work for a
new productlon of the opera, “Tristan und lsolde.” '

i;
; ! !

IVlorl Art Museum “Bill VIOiLﬂMMLM !
Penod Saturday, October 14, 2006 through Monday (natlonal hollday) January 8, 2007
Plage. Mori Art Museum, Roppong: H|Ils Mori Tower 53F www.mori.art. museum
- e For inquiries, call the PR Department of the Mori Art -
Museum on 03-6406-6111

§

“Five Angels for the Millennium" 'Depamng Anger 2001

Video Sound Installation Photo Kira Perov
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1-8, Uchisaiwaicho 2-chome, Chiyoda-ku, Tokyo 100-850t Japan
TEL: (+81)-3-3511-5111
\\\m‘_shinse'ibankcom

For tmmediate Release : ‘
3: , f o Lo Shinsei Bank, Limited

| | - (Code: 8303 TSE First Section)

24-Hour Banking Services throughout the Year-End' ‘and New Year Holidays :
- ShrnserlBank ATMs Internet Banklng, Call Center - '

. | Lo
Tokyo (Thursday, December |14 2006) --- Shinsei Bank errted ("Shlnser Bank") today
announced that its ATM, internet banking and call center serwces will be available 24-hours-a-day
dunng the entire year -end and New Year holidays as usual for Shinsei's PowerFlex dccount
hoIders : , .

j 4
ATM;' services will be availableifor Shinsei's PowerFlex account holders at Shinsei Bank ATMs
mstalled at branches throughout Japan, Tokyo Metro stations and Keikyu Station Banks. ATM
serwces include deposits, withdrawals and balance rnqumes and are all provided free of charge.
Furthermore the same free-of-charge services are available at 11,869 (as of today) Seven Bank
ATMf instalied at Seven—Eleven outlets operating 24 hours throughout the year.

1 {

e lr

To m"eet customer needs to be able to make transactions at any time they want, Shinsei Bank has
been \providing 24-hour-a-day 365-day-a-year ATM, internet banking and call center servrces since
the launc.h of Shinset's PowerFlex account in June 2001.

[}

hrnser Bank 5 servrces dunng the year-end and New Year holidays
: : Available servrces= o . | Operating hours

Withdrawals, deposits, balance inquiries

S : i
g n{nser Bank ATMs <free of charge >

¥

! Acceptlng applications (Yen and forergn currency
- Internet banking deposits, investment trusts, stocks)

hrnser PowerDirect) | Account information, remlttances accepting

remittance apphcatlons*1 etc. } . 24 hours*?

i ' \ ' Acceptlng applications (Yen and forergn currency
” deposrts investment trusts, debentures)

Call Center Account information, remittances, accepting
(Shinsei PowerCall) | remittance applicatioris*', request for materials,

: various changes to accountholder’ s information,
rnquirles etc.

1. jRemItlance applications which are accepted from 14: 30 on December 29 2006 to 24:00 January 3, 2007 will be
' ¥proceesed on January 4, 2007 (the first business day of the New Year)

2. Except for a regular maintenance time of ATMs and internet banklng (Shrnser PowerDrred)

"3 ;.Please see appendix for further detail about ATM services. !

i
i

4 ) .
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g Shinsei Bank is aiming to bnng the reality: of a lifestyle abundant with color to our customers, through

the branding concept “Color your life.” Shmsel Bank contmues to strive to develop products and -
t
services which offer value and convemence to our customers ,’ '

| o | |

Shinsei Bank is a Japanese fnanc:ai mstrtutron providing a full range of financial products and services to] both
institutional and retail customers based ona three pillar business model comprising Institutional Banking, Consumer and
Commercial Finance and Retail Bankfng The Bank has fotal assels of US$ 88 bitlion on a consolidated basis and a
nefwork of 29 Shinsei Banic branches in Japan (as of September 2006}. Shfnsef Bank demands uncompromising Ievels
of integrity and transparency in all fts activities to earn the trust of customers staff and shareholders. The Bank is
committed to delivering Iong term proﬂt growth and increasing value for aﬂ its stakeholders.

News and other information about Sh.'.?se.r Bank is available at hitp: HVWW. shfnsefbank com/enghsh/.undex htmi.
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ATM Operating H'Purs and Fees for PowerFlex

i

Appendix

Cash Cardholders

ATM'

Operating hours

Fees

*Shinsei Bank ATMs installed at
branches ! .
-Other Shinsei Bank A{TMS .
-Seven Bank ATMs in%talled at.
Seven-Eleven convenience stores

24 'fhou rs*

¥
v

i
Shinsei Bank ATMs installed at

Tokyo Metro Stations 1

5:00~24: 00"

i
Keikyu'Station Bank ATMs installed
at Keihin Kyuko train stations

6:00~24:00"

Free

~

* Please note that ATM operating hours are subject to change depending on the operating

hours of the outlets at which they are installed.

1
!

]
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For Immediate Release

' Shmsel Bank, le;ted

Shinsei Bank to Provide, Investment Trust Net Asset Value E-mail Alert Semce

|
; .
Tokyo (Tuesday, December 26I 2006) --- . Shinsei Bank, Limited (“Shlnsel Bank” ) today announced
that it will provide an investment Trust NAV (“Net Asset Value) Alert Service via e-mail for
PowerFlex account holders, effectlve Wednesday, December 27, 2006.

\ !

i ¢ ; 1 .
t'hls free-of-charge service wﬂl automatlcaliy send an alert e-mail, ilnfon'nlng customers when the -
NAV or Redemptlon NAV of thelr domestlc investment trust has met levels pre-specified by them
(,ustomers can receive these alerts at their mobile phone e- matl addresses. This service wrtl
enable customers to manage investment trusts more flexibly and actrvely

I

h v . L '

Infvestment Trust NAV Atert Service 1

Sérvice Launch Date Wednesday, December 27, 2006 $ :

[ ® Customer can request up to five NAV or Redemptron NAV of domestlc
lnvestment trust: ,‘ |
* In pnncrpte a NAV verification is conducted by Shinsei on business day
‘i * Whenever the NAV or Redemptlon NAV reaches the pre-specified alert
¢ condition (for NAV, the same value or lless, for Redemption NAV, the
Av;ilable Condition © same or more), an alert e-mail wult be sent to the registered e-mail
\ : address '
J , ' * Once the alert e-mail is sent the alert settlng will be automatically
' “terminated and deleted.
. * . Where NAV or Redemption NAV does not reach a customer specified
' N rate for six months, the alert setting will be invalid and the customer will
i be!notified via e-mail.

; | - |
Shi_‘nsei Bank is aiming to brin'g the reatity of a lifestyle abundant with color to our customers,
thrOugh the branding concept:i“Color your life.” Shinsei Bank continues to strive to develop

products and services which offer value and convenience to our customers

i . t Fhrdrk ke

Shrnsef Bank is a Japanese financial fnst!tutfon providing a full range of financial products and services to both
institutional and retail customers based on a three pillar business ‘mods! comprising Institutional Banking,
Consumer and Commercial Finance and Retail Banking. The Bank has total assets of US$ 88 biflion on a
onsohdated basis and a network of 29 Shinsefi Bank branches in Japan {as of September 20086). Shinsei Bank
demands uncompromising levels of integrity and transparency in all ffS activitios to eatn the trust of customers,
s aff and shareholders. The Bank is commtfted to delivering long-term proﬁt growth and increasing value for alf its
stakeholders 2

Nevvs and other information about Shinsei Bankis available at httb.'//www. shinseibank.com/english/index.htm/.
: i .
‘l . i ' ' t
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1-8, Uchlsai\valcho 2-chome, Chivoda-ku. Tekyo ‘100 85061 Japan
TEL: (+81)-3-35311-3111
i ‘ www.shinseibank.com

(Code 8303 TSE First Sechon) ;
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Appendix

i

Image of Investment Trust NAV (“Net Asset Value”) Alert Service —
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EEN
HEB [Shinsei Bank) Investment Trust NAV Alert
BEO !

Thank you for banking at Shinsei Bank.

The NAV reached the alert condition that you had reglstered through
PowerDirect.
For details, please reconfirm NAV in the Web site or PowerDirect.

" Your registered condition

Fund Name : Kokusai Global Sovereign Open (1M)
Fund Currency : JPY

NAV/Redemption NAV : NAV

Target Rate :7810

This NAV alert condition is now disabled. If you would like to be notified
under the same or another condition, please login PowerDirect and set your
condition once again.

“This is a machine generated notification. Please do not reply to this.

Shinsei Bank
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. ‘ 1-8, Uchwalwalcho 2-chome, Chiyoda-ku, Tokyo 100-8501 Japan
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For Immediate Release v _ ‘

Shinsei Bank, Limited

.I (Code: 8303, TSE First Section)
| . )

~Shinsei Bank Announces Organizational Changes

i i
i
1

Tokyo (Thursday, December 21, 2006) --- Shinsei Bank, L|m|ted ("Shlnsel Bank") today announced
the followmg organizational changes:

1. Qrganizational Changes
The Healthcare Transactions Division (“HTD”) will be created in the Corporate Business Solutions
Sub—Qroup (“CBSSG") by transforming the Healthcare Team in the‘Advisory Sub-Group into the
CBSSG. The HTD will aim to strengthen and expand healthcare businesses through co-working
with divisions in CBSSG '

2. Effective Date
January 4, 2007

i
‘
]
‘
i
I -

Shin! se: Bank is a Japanese financial mstrtm‘ron providing a full range of fmanc.'af products and services fo both institutional
and retan' customers based on a three pillar business model comprising Institutional Banking, Consumer and Commercial
FJnance and Retail Bankfng The Bank has total assets of US$ 88 billion on a consolidated basis and a network of 29
Shinsei Bank branches in Japan (as of September 2006). Shinsei Bank demands uncompromising levels of integrity and
transparency in all its activities to earn the trust of customers, staff and shareholders. The Bank is committed to delivering
long-term profit growth and increasing value for all its stakeholders.

!

News and other information about Shinsei Bank is available at htrp_.'//Www. shinseibank. com/ehglishﬁnd_ex‘ htmi.




[Annex A]

BRIEF DESCRIPTION OF JAPANESE DOCUMENTS '

Status Exchange Report dated October 31, 2006
A status change report is required under the Securities and Exchange Law to be filed in connection with

certain events that will have a materlal effect on a company's consolidated results, including, certain
securities offerings. The report thereto was filed in connection W|th Shlnsel s holdings of interest of The
Dalto Bank, Ltd. I

Status Exchange Report dated November 22, 2006

A status change report is required under the Securities and Exchange Law to be f led in connection with
certam events that will have a materlal effect on a company's consolidated results, including, certain
securities offerings. The report thereto was filed in connection with Shinsei's holdings of interest of The
Daito Bank Ltd. :
Status Exchange Report dated December 15, 2006

A status change report is required under the Securities and Exchange Law to be filed in connection with
certarn events that will have a material effect on a company's consolidated results, including, certain
securﬂties offerings. The report ther:eto was filed in connection with Shinsei's holdings of its own shares.

It 1
Amendment Report on Extraordinary Report dated December 18, 2006
An amendment report on extraordinary report is required under the Securities and Exchange Law to be
filed in connection with certain events that will have a material effect on a company’s consolidated results,
mcludlng, certain securities offenngs The amendment report on exiraordinary report thereto was filed in
connection with submitting Semi-Annual Securities Report for the mterlm period from April 1 2006 to
September 30, 2006. [
Status Exchange Report dated December 25, 2006 '
A status change report is required under the Securities and Exchange Law to be filed in connection with
certain events that will have a material effect on a company’s consolidated results, including, certain
securities offerings. The report thereto was filed in connection wrth Shinsei's holdings of interest in-e-
Revolutron Co., Ltd.

4 {
Amendment Report on Status Exchange Report dated December, 15, 2006
A status change report is required under the Securities and Exchange Law to be filed in connection with
certain events that will have a material effect on a company's consalidated results, including, certain
securities offerings. The report thereto was filed in connectron wrth Shinsei's holdings of interestin The
Daito Bank Ltd. | ~

Report on Purchase of Common Shares dated December 26, 2006

A report on purchase of common shares is required under the Securities and Exchange Law to be filed in
connection with certain events that will have a material effect on a company’s consolidated results,
mcludlng, certain securities offerings. The report on purchase of common shares thereto was filed in
connection with Shinsei's purchase of its own common shares It states that no shares were purchased in
October 2006. '

Seml-AnnuaI Securities Report for the interim period from April 1, 2006 to September 30, 2006

A semi-annual securities report for the interim period from April 1, 2006 to September 30, 2006 is required
under the Securities and Exchange Law ta be filed in connection with certain events that will have a
material effect on a company's consolidated results, including, certain securities offerings. The semi-
annual securities report thereto was filed in connection with Shlnser s financial results for the snx-month
penod ended September 30, 2006
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. Interim Report for the six months ended September 30, 2006

Interim Report 2006 (for six months from April 1, 2006 to September 30, 2006) (Japanese language
document) is a business and financial report that the Bank published voluntarily. There is no legal or
regulatory requirements to publish the report. Although there is no direct English translation of the
report, its contents are basically the same with the English Language Document, Interim Report for the
six months ended September 30, 2006 attached hereto as Exhibit A-23.
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